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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 

spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 

and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 
gram: 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 
in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Her Majesty the Queen in Right of Canada, represented by 
the Minister of Public Works and Government Services Canada — 2005 


Catalogue No. BT31-4/1-2005 
ISBN 0-660-62870-8 


This document is available on the TBS Web site at www.tbs-sct.gc.ca 
This document is available in alternate formats on request. 


Available in Canada through your local bookseller or by mail from 
Canadian Government Publishing — PWGSC 
Ottawa, Canada K1A 0S9 


Telephone: (613) 941-5995 

Fax: (613) 954-5779 or 1-800-565-7757 (Canada and US.A,) 
Orders only: 1-800-635-7943 (Canada and U.S.A.) 

Internet: http://publications.gc.ca 
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Foreword 


The Government of Canada has made continuous improvement in its management practices a 
priority since Results for Canadians: A Management Framework for the Government of Canada 
was tabled in Parliament in the spring of 2000. Driving the government’s pursuit of management 
excellence is its vision to provide Canadians with a responsive government, which serves 
citizens and manages itself as a unified, coherent enterprise; an innovative government supported 
by a highly-qualified public service equipped to leverage information and make the best use of 
public funds while balancing risk; and an accountable government which answers clearly and 
openly for its performance to Parliament and to Canadians. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports following principles for 
effective public reporting (provided in the Guide for the Preparation of the 2004-05 
Departmental Performance Reports: http://www.tbs-sct.gc.ca/rma/dpr1/04- 
05/guidelines/guide_e.asp ). Based on these principles, an effective report provides a coherent 
and balanced picture of performance that is brief and to the point. It focuses on outcomes 
(benefits to Canadians and Canadian society) and describes the contribution the organisation has 
made toward those outcomes. It sets performance in context, associates performance with earlier 
commitments, explains any changes, and discusses risks and challenges faced by the organisation 
in delivering on these commitments. Achievements realised in partnership with other 
governmental and non-governmental organisations are also discussed. Supporting the need for 
responsible spending, it links resources to results. Finally, the report is credible because it 
substantiates the performance information with appropriate methodologies and relevant data. 


This departmental performance report (along with those of many other organizations) is 
accessible from the Treasury Board of Canada Secretariat Internet site: http://www.tbs- 
sct.gc.ca/est-pre/estime.asp. Readers wishing a high level, whole of government overview of the 
Government of Canada’s efforts to improve quality of life should refer to Canada’s Performance 
2005 available at the same internet address. This report is structured around three broad policy 
areas (Sustainable Economy, Canada’s Social Foundations and Canada’s Place in the World) 
and, in its electronic version, links to relevant Departmental Performance Reports. Canada’s 
Performance 2005 also contains a special overview of the government’s efforts to improve the 
well-being of Aboriginal peoples. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers can do much to ensure that Departmental Performance Reports 
and other reports are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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HOW TO READ THIS REPORT 


This Departmental Performance Report presents results of Agriculture and Agri-Food Canada’s program activities during the fiscal year 2004-2005 against 
commitments stated in its 2004-2005 Report on Plans and Priorities. The report's structure is as follows: 


Section I, Overview, contains an introductory message from the Minister of Agriculture and Agri-Food. The message summarizes the department's 
performance. This section also contains: summaries of the department's vision, mandate and strategic outcomes, and benefits accruing to Canadians from its 
activities; highlights of performance accomplishments by program activities that contribute towards ongoing departmental priorities; and discussion of the 
management framework that the department uses to deliver results. 


The 2004-2005 Report on Plans and Priorities was based on strategic outcomes and business lines structure; the department now manages and reports against 
the new Program Activity Architecture. This Departmental Performance Report includes a “crosswalk” to both help explain to the reader changes in the 
reporting structure and to ensure consistency with the financial information contained in the 2004-2005 Estimates and Public Accounts. 


Section II, Analysis and Performance, provides detailed analysis of performance by the department's three strategic outcomes: Security of the Food 
System, Health of the Environment and Innovation for Growth. The section also describes results of the Rural Secretariat and the Co-operatives Secretariat and of 
the two agencies that report to Parliament through the department: the Canadian Pari-Mutuel Agency and the National Farm Products Council. 


Section Ill, Supplementary Information, contains Financial Tables, Horizontal Initiatives Information, Key Government-wide Themes, Statutory Annual 
Reports, and Parliamentary Committee Reports and audits and evaluations that apply to the work of the department during the reporting year. 


Section IV is Other Items of Interest. These include the portfolio’s organizational chart and contacts, and Legislation and Acts administered by the 
Minister of Agriculture and Food and other agencies in the portfolio. Also, the section has appendices providing acronyms used in the report and links 
to electronic resources for further information. 


Due to rounding, figures may not add to totals shown. 


In our continuing effort to provide Canadians with on-line access to information and services, we are including web links to more infor- 
mation and highlights. These links are indicated by G2. 


We are committed to continuous improvement in our reporting. We therefore welcome receiving your comments on this report. Please send us your comments: 


By Mail: By Fax: 

Strategic Management (613)-759-6729 
Corporate Management Branch 

Agriculture and Agri-Food Canada By Email: 

Sir John Carling Building courcyc@agr.gc.ca 
Floor 8, Room 818 

930 Carling Avenue, 
Ottawa, Ontario, K1A OCS 


Table of Contents 


SECTION OVERVIEW soi. fe ccee cs doe cot cs o's OM me avery 1 
MIISLERSUMESSAUCH Mestre srr ren ety tert cece see e s+ «Eee eer ae 1 
Management Representation Statement. ...........ccccsccceeec eevee enneeenns 3 
SLIT ATIEY OP COAT TELS T° a 4 
| AUOSSIIISUN Sot) sbostewpav g's aca Ae ur Ania ll a) RS 1 el I Oe a i OW Ly SR 2 8 SR 6 
Overall Departmental Performance. ...........ccccvcsccceveveccveseneeseners 7 
Ongoing Departmental Priorities by Program Activity Architecture 
A SEMIIOI VAI AIG erence se toes cece aieye ss sameteter arePiirs Weal Scotelelsruue slamreralilnce pureisobel 9 
OU ManageNmentEramCWOPk sire dn csc. vi. cel: se die's cals ae ee alate Wiesel Salah 15 
SECTION Il - ANALYSIS OF PERFORMANCE........................ 17 
DCCUMALVAOIELITENEOOUSSV SEEN srs0:.'e syeccca sce + sahssdectaretutiels: lace ole slaw olpieelatery aT stores atiaty 19 
Pa ine sake TM ON ek ye sd ea ein ius logs bd abn wie iste bo as tb Ba ON woe a ee Pea. 19 
Se eae eal CRE yh MAND AP ih sa Sk ag sung 9 3g ter Sue lng pitas Ge ee hier tee yi 24 
are Vath CATS a 1s MT, ese ge an OA FG es 5 (Shs lait’ fuinv a taafevabae ena) 1b aE ¢ SIMI WS RRR Bee My 
PC ADIIO TAL CAE IDV EOIIITICND Gotoh suc tay coches +:+.5.«'s. Fesisqni 0) SG s4 ace Atolanoi nig) seaccieabuoido-9 essen 31 
ESB AR SET 1 eee Le ener Rei hae ple erage ee ae AE nS WM Mera ee SEF Oy F 31 
INNO VALIONION GHOWUDEr err ants sik cs vee tindicseeree sts vac eneatnas ole 37 
PINE AED SoM Mees cdg rye ree ie Se ks fe ARR. UE Re ee Cue Qocliteas wy Beets toes 37 
vee ieee sir naa glk BR ey aye ETE See BATON RMAC SOME ans OR REEDS Ok 4] 
Sted cere tte Via er ce Be ce Pe ee) os she les Ma ta eas B¥GAS a ae Pew we ab doa wk 45 


AAFC’s 2004-2005 Departmental Performance Report 


AAFC’s 2004-2005 Departmental Performance Report 


Rural Development So BORD Sir a Re er aT 
Co-operative Development.........sseeccereecenneceeneseaneseneseanesans AJ 


Agencies Reporting to Parliament through AAFC...........sssseeeeeeseeseee ee DM 


Canadian Pari-Mutuel Ageney «ici es. 25 bee o. <u ce te teens nt eta ares Reena accra at omen eee 


National Farm Products: Countil. oy i. ac so0 as oo eee Se ean ne eee eee ere ee 53 


SECTION Ill - SUPPLEMENTARY INFORMATION ...................57 


Financial Tables, «4 cics-< ove 0 as co's oiv'e Gate ao 6 oo: obace terete nia gles SeenGe Fer ce areca ern 


Horizontal: Initiatives: oscs.ccsihue.c 3 A A aes ow ee od 


Hérizontal Initiatives Information: Labley. fs. 6s kee ee ee ee 85 


Key Government-wide Themes sc..:3.: 6.00056 etss sss ss otstee nm ietreaelaiiss sete Oe 
sustainable Development Strategy ews: Fac) slic Fi. seitels alee ee a eee a ed eC ei rae 89 


service Improvement Initiatives... .2si% Pyokl a Sf oe a ee ee eee ee 92 
Statutory Annual Reports.:)5.2. 0.0 eee oe et ee Bee eels 


Parliamentary Committees and Audits and Evaluations..............000c000000+99 


SECTION IV - OTHER ITEMS OF INTEREST........................ 103 
Agriculture and Agri-Food Portfolio ............ccceceeceevececvececveeecee 103 


How to Reach Us. sczst:cosiy scents eradyen Mies igo oth desneeyastube Gaekaues ga ara ot one ore 
Legislation Administered by the Minister of Agriculture and Agri-Food........... 107 
Appendix A — List of Acronyms and Abbreviations ..............scecececeee es 108 
Appendix B — List of Websites .............ccccccccccccccvevvcccccvvccee. 110 


SECTION | 


Ministe 


It is my pleasure to present to Parliament and to 
Canadians my department’s Performance Report for 


the fiscal year 2004-2005. 


The agriculture and agri-food sector is a powerful 
driver of Canada’s economy, generating eight per cent 
of our gross domestic product (GDP) and creating one 
in eight Canadian jobs, building and sustaining rural 
and remote communities across Canada. It provides 
Canadians with an abundance of safe and nutritious 
food. The Government of Canada is committed to 
working to secure the success of this vital Canadian 
economic sector by creating an environment that 
allows our farmers to earn a profitable living. 


This commitment was especially evident over the 
months reviewed in this report. Disruptions in trade 
due to the Bovine Spongiform Encephalopathy (BSE) 
situation, avian influenza, drought and other adversi- 
ties continued to put severe financial pressures on 
producers in 2004-2005. Canadian farm incomes fell 
to levels never before experienced. 


Governments responded to the farm income situation 
with record program payments of almost $5 billion to 
producers in 2004. The Farm Income Payment pro- 
gram, announced by the Government of Canada in 
March 2005, put a further $1 billion into the hands of 
hard-hit Canadian producers. We will continue to 
stand by our producers in their time of need. 


The Honourable 


While Agriculture and Agri-Food Canada (AAFC) 
addressed these unprecedented pressures, partnerships 
and collaborative work continued on the foundation 
for the industry’s long-term sustainability, profitability 
and success through the Agricultural Policy Framework’s 
(APF) (http://www.agr.gc.ca/cb/apf/index_e.php) 


action areas: 


® putting in place a new business risk management 


(BRM) framework; 


¢ responding to consumer demands for food safety 
and quality; 


e assisting the sector in dealing with increasing 
competition in international markets; 


e helping the sector meet the challenges of sustain- 
able development through environmental farm 
plans (EFPs) and improved agriculture management; 


e harnessing innovation to create new bio-products 
and knowledge-based systems; and 


e through renewal programming, helping farmers keep 
pace with advances in new technology and in acquit- 
ing the skills and resources they need to succeed. 
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Rural Canada is of critical importance to our success 
as a nation. I am pleased to also report on the achieve- 
ments in the past year by the Rural Secretariat and 
the Co-operatives Secretariat. The Rural Secretariat 
made positive progress in enhancing access to opportu- 
nities for rural Canadians and their communities. 

The Co-operatives Secretariat promoted the use of the 
co-operative model through delivery of the Co-opera- 
tive Development Initiative (CDI). 


The Government of Canada fully understands the 
importance and value of a healthy agricultural industry 
and the importance and value of Canada’s farmers. 

My Parliamentary Secretary for Agriculture, the 
Honourable Wayne Easter, and | remain committed to 
working with our partners — provincial and territorial 
governments, producers and their organizations, 
processors, exporters and retailers — to help the indus- 
try deal with short-term pressures, while continuing to 
strengthen its prospects for the long run. 


Minister of Agriculture and Agri-Food 


We submit, for tabling in Parliament, the 2004-2005 
Departmental Performance Report (DPR) for AAFC. 


This report has been prepared based on the reporting 
principles and other requirements in the Guide for the 
Preparation of 2004-2005 DPR and represents, to the 
best of our knowledge, a comprehensive, balanced and 
transparent picture of the department’s performance 


for fiscal year 2004-2005. 


Leonard J. Edwards 
Deputy Minister 
Agriculture and Agri-Food Canada 


Leonard J. Edwards 
Deputy Minister 


e It adheres to the specific reporting requirements; 


e It reports against an approved Program Activity 


Architecture (PAA); 


e It provides a basis of accountability for the results 
pursued with the resources and authorities entrusted 
to the department; and 


e It reports finances based on approved numbers from 
the Estimates and the Public Accounts of Canada. 


Oa douo (al) 


Christiane Ouimet 
Associate Deputy Minister 
Agriculture and Agri-Food Canada 


Christiane Ouimet 
Associate Deputy Minister 
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Summary Information 


VISION 


A competitive and innovative sector where partners 
work together to be the world leader in agriculture and 
agri-food, meeting domestic and global customer needs 
while respecting the environment. 


MANDATE 


AAFC provides information, research and technology, 
and policies and programs to achieve its three strategic 
outcomes: 


1. Security of the Food System; 
2. Health of the Environment; and 


3. Innovation for Growth. 


Benefits for Canadians 
¢ Reliable supply of safe and high-quality agri-food 
products; 


e Economic, social and environmental contributions 
from a competitive and sustainable food system; 


e Enhanced compatibility between nature and agriculture; 


e Increased opportunities for growth in rural commu- 
nities; and 


e Increased international recognition for quality 
Canadian products and expertise. 


The department’s Report on Plans and Priorities (RPP) 
for 2004-2005 was structured according to strategic 
outcomes and priorities. The department has 

C anaging and reporting against the 
ccordance with the Treasury Board 
agement of Resources and Results 
>) that provides an inventory of 
departmental programs and activities and shows their 
relationship to the strategic outcomes. The following 
crosswalk is provided to illuminate the changes in the 
reporting structure. 


2004-2005 Total Financial Resources for Agriculture and Agri-Food Canada 


($ millions) - Net 


Planned Spending 
2,158.1 


Total Authorities 
3,579.1 


Actual Spending 


3,343.4 


2004-2005 Total Human Resources for Agriculture and Agri-Food Canada 


Planned FTEs Actual FTEs 


6,170 6,216 


Difference 


46 


Summary of Performance in Relationship to Departmental Program Activities 


($ millions) - Net 


Program 

Activities Type 
Business Risk Ongoing 
Management 

Food Safety and Ongoing 
Food Quality 

Environment Ongoing 
Innovation Ongoing 
and Renewal 

International Ongoing 
Issues 

Rural & Co-operatives | Ongoing 
Secretariats 

Canadian Pari-Mutuel Ongoing 
Agency 

National Farm Ongoing 


Products Council 


Total 


Planned 
Spending 


1,301.9 


G34 


311.4 


Sy TN 


I ae 


2,158.1 


Actual 
Spending 


2,583.1 


a7, 


261.9 


303.3 


119.3 


3,343.4 


Expected Results and Current Status 


¢ Increased utilization of risk management tools; and 
¢ Increased participation in BRM programs. 
Current Status: Successfully met 


¢ Increase in the level of consumer confidence in food produced in Canada; 

¢ Improvements in relative performance of Canadian agri-companies in meeting or 
exceeding market requirements for food safety and quality; and 

¢ New markets as a result of the adoption of the Canadian food safety and quality system. 

Current Status: Successfully met 


¢ A comprehensive set of environmental indicators; 

Improved levels of awareness, acceptance of policies, environmental performance and/or 
adoption levels; 

Establishment of national standards to be used to measure agricultural producers’ 
contribution to environmental sustainability; 

Increased capacity of policy makers, land resource specialists and producers in terms 
of effective land management; 

New environmental technologies available to producers; 

Increased adoption of beneficial management practices (BMPs); and 

Improved water supply capacity. 

Current Status: Successfully met and exceeded in some areas 


¢ Information on AAFC research results and inventions available through the Internet; 

¢ Leading-edge production and processing systems demonstrated; 

* Research programs include information dissemination and technology transfer considerations; 
t) 

® 


Centres of expertise developed; and 
Industry and government investment in bio-products and bio-products research. 
Current Status: Successfully met 


Reduced trade barriers; 

Increased market access protocols negotiated with key trading partners; 

Increased recognition and improved perception of Canadian agricultural products 

and processes; 

Increased recognition of Canada as a place for agri-food investment; 

Changes in international partners’ support for Canada’s positions at negotiating sessions; and 
Increased value of sales by the industry. Sector generates annual sales of about 

$130 billion, including $30.9 billion in agriculture and food exports (including seafood), 
contributing close to $5.8 billion to Canada’s overall trade surplus. 

Current Status: Successfully met 


¢ Enhanced opportunities for rural Canadians and their communities. 
Current Status: Successfully met 


* Confidence-building from the betting public in pari-mutuel wagering; 

¢ Detection of performance affecting drugs in horses and any irregularities during the 
race; and determination of the exact order of the finish of a race; 

¢ Providing Agency Officers with new, leading automated monitoring technologies; and 

¢ Self-sufficient Revolving Fund. 

Current Status: Successfully met 


Receive draft FPT agreements by the three national agencies for broiler hatching eggs, 
turkey, and eggs; 

Initiate stakeholder consultations on a review of the Farm Products Agencies Act; 
Continue its work with industry and government to develop a reliable markets 
information database; 

Improve industry awareness of the grocery, food service and distribution sectors; 
Approve the implementation by the Beef Cattle Agency of a levy collection scheme for 
beef cattle; and 

Complete implementation of the first phase of modern management practices by 
developing a planning and performance measurement framework. 

Current Status: Successfully met 
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CROSSWALK BETWEEN PROGRAM ACTIVITIES AND STRATEGIC OUTCOMES 


($ millions) - Net 2004-2005 Strategic Outcomes 
Security of the Health of the Innovation 
Program Activities Food System Environment for Growth TOTAL 
Business Risk Management 
Main Estimates 1,264.5 - = 1,264.5 
Planned Spending 1,301.9 - = 1,301.9 
Authorities 2,698.0 - - 2,698.0 
Actual Spending 2,583.1 = 2,583.1 . 
Food Safety and Food Quality 
Main Estimates 77. z A 77. 
Planned Spending 108s) = = 77.1 
Authorities 79.6 2 = 79.6 
Actual Spending se = = oF7 
Environment 
Main Estimates - 301.7 9.2 310.9 
Planned Spending - 302.2 9.2 311.4 
Authorities - 309.6 BS) 23.5 
Actual Spending ~ 232.0 ae 261.9 
Innovation and Renewal 
Main Estimates - ~ 319.8 319.8 
Planned Spending - - 329.2 Pap 
Authorities ~ - 330.6 330.6 
Actual Spending - - 303.3 303.3 
International Issues 
Main Estimates 42] - [et 1s 
Planned Spending Sl - 66.1 ies 
Authorities 67.9 - 54.4 122.2 
Actual Spending 83.5 - 35.8 119.3 
Rural & Co-operatives Secretariats 
Main Estimates = 2s 18.4 18.4 
Planned Spending = < 18.4 18.4 
Authorities - - dao 19.1 
Actual Spending - - [bes 15.9 
Canadian Pari-Mutuel Agency 
Main Estimates = z . = 
Planned Spending a. a 2 ae. 
Authorities - * 3.0 30 
Actual Spending 3 = (0.1) (0.1) 
National Farm Products Council 
Main Estimates 2.6 - - 2.6 
Planned Spending 26 z > 6 
Authorities : 3.0 - a 30 
Actual Spending i : - 73 


Total Main Estimates 1,386.2. 301.7 422.9 


Total Planned Spending 1,433.0 302.2 422.9 
Total Authorities 2,848.5 309.6 421.0 
Total Actual Spending 2,726.6 232.0 384.8 


Note: The Corporate Services Program Activity is not reported separately, rather it has been pro-rated to the other Program Activities. 
Main Estimates figures are as reported in the 2004-2005 Main Estimates Part II. 
Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). 


Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments and transfers. 


Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts, In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years. 


Overall Departmental 
Performance 


OPERATING ENVIRONMENT 


The agriculture and food industry, consisting of primary 
farming, processing, distribution and retail, plays a 
crucial role in Canada. It accounts for eight per cent 
of the GDP and provides one in eight jobs for Canadians. 
Further, it generates $130 billion in sales, including 
$30.9 billion in agriculture and food (including 
seafood) exports, contributing close to $5.8 billion to 
Canada’s overall trade surplus. 


Equally important, the industry is instrumental in 
building and sustaining rural and remote communities. 


The agriculture and food industry also provides a reli- 
able supply of safe, nutritious and high-quality foods 
and it is making significant progress in producing this 
food in ways that are increasingly sustainable. The 
industry has the potential for improved perform- 
ance, competitiveness and profitability. Exciting 
new opportunities resulting from advances in 
science and technology to develop innovative food 
and non-food products exist within the sector. From 
the agriculture and food industry will come even more 
diverse and healthier products, as well as environmen- 
tal benefits, further contributing to a better quality of 
life for all Canadians. 


As a case in point, the food industry is under a global 
microscope as consumers are becoming more demanding 
with regard to the nutritional attributes of its products. 
Consequently, the food industry is taking action in health 
and nutrition areas that create new opportunities and 
meet arising challenges. The industry is responding in 
various ways including, for example, product reformu- 
lation, the reduction and elimination of trans fat, and 
through obesity and healthy living strategies such as in 
the food services area, by offering lighter menu items. 


CONTEXT 
FORMIDABLE PRESSURES 


While the sector makes an important contribution 
to Canadian society and to the Canadian economy, 
agriculture faces a host of pressures, many of which 
are beyond the control of producers. These pres- 
sures include production risks such as adverse 
weather, pests and animal diseases, and market risks 
owing to ever-changing global market conditions 
and trade challenges. Other competitive risks are 
linked to rapid changes in science and technology 
and new entrants into the market as a result of 
globalization. 


Three cases of BSE in Alberta (one in May 2003 
and two in January 2005), and the outbreak of avian 
influenza in British Columbia (B.C.) in February 
2004, posed special challenges for the industry and 
governments during the reporting period. These inci- 
dents led to closures of many national borders, such as 
the United States, Japan and Korea, to Canadian 
cattle, beef and poultry products. Combined with other 
strains, this contributed to record-low farm incomes 
and crisis situations for many producers and others in 
the industry over the past two years. The Government 
of Canada, in partnership with provincial and terri- 
torial governments, was fully committed to alleviat- 
ing short-term income pressures, while creating and 
sustaining a business climate in which producers 
can earn a profitable living over the long term. 
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MAPPING THE FUTURE 


Recognizing the importance of agriculture to Canada 
and the imposing pressures the sector faces, the 
Government of Canada has made this industry a top 
priority. The blueprint and driver for the sector is the 
federal-provincial-territorial Framework Agreement on 
Agriculture and Agri-Food Policy for the Twenty-First 
Century. This landmark framework was endorsed 

by Ministers of Agriculture in Whitehorse on 


June 29, 2001, and signed in Halifax on June 27, 2002. 


More commonly known as s the APE it came into 


ae ee 2 L, ABS pale eae 


in meaekine 
eeUIC LETT, 


p With i its ea tape eT eco- 
nomic and social components, the APF is presented as 
AAFC’s third sustainable development strategy, 
Sustainable Agriculture: Our Path Forward. 


In the “Canada We Want” Speech from the Throne 

of September 30, 2002, and reinforced in the 
October 5, 2004 Throne Speech, the federal govern- 
ment committed to implement the APF and related 
measures to promote innovation in the agriculture 


and agri-food industry. To deliver on this commitment, 


the government made an historic investment of 
$5.2 billion in the initiative. 


AAFC supports Canadian agriculture through five 
program activities based on the APF, the national 
vision and roadmap to the future of the industry. 
These activities contribute toward achieving the three 
strategic outcomes under which this report is organ- 
ized: Security of the Food System, Health of the 
Environment and Innovation for Growth. These 
activities are: 


¢ BRM & ~ helping producers manage risk to 
increase viability and profits; 


* Food Safety and Food Quality (FSFQ) GJ — 
minimizing risks, increasing consumer confidence 
and exceeding market requirements for food 
products; 


¢ Environment — addressing sustainability in soil, 


water, air, and biodiversity; 


¢ Innovation and Renewal kx — equipping the 
sector with new business and management skills, and 
knowledge-based production systems and strategies 
to capture opportunities and manage change; and 


e International Issues — expanding international 
opportunities for the Canadian food sector. 


AAFC's program activities in the reporting period 
reflected and supported the Government of 
Canada’s broad priorities and goals to manage and 
grow the economy, protect and enhance the envi- 
ronment, and safeguard and contribute to the 
health of all Canadians. The federal report Canada’s 
Performance, 2005, notes AAFC’s substantial contribu- 
tion to the government’s strategic outcomes listed 
under the “Sustainable Economy” chapter as well as 
under “Canada’s Place in the World” and “Canada’s 
Social Foundations” chapters. The department worked 
with producers, stakeholders and other levels of gov- 
ernment to help ensure that the sector is competitive 
domestically and internationally, viable and prosper- 
ous, and contributing to a strong economy, while pro- 
tecting and promoting integrity of the environment. 


AAFC’s program activities during the past year 
had major achievements on two fronts: (1) helping 
producers deal immediately with extraordinary 
pressures, and (2) building significantly on the APF 
ramework that will lead toward the long-term 
sustainability, profitability and success of the 
agriculture and agri-food industry. 


— eS “eS 


This DPR presents the detailed results of departmental 
program activities, reporting against commitments 
stated in the department’s 2004-2005 RPP. The report 
also describes results of the Rural Secretariat and 
Co-operatives Secretariat and of the two agencies 
that report to Parliament through AAFC, the 
Canadian Pari-Mutuel Agency (CPMA) and the 
National Farm Products Council (NFPC). 


The RPP for 2004-2005 was based on strategic outcomes 
and business lines structure; AAFC now manages and 

reports against the new PAA. To assist the reader, this 
DPR includes a “crosswalk” to help explain changes in 
the reporting structure and to ensure consistency with 
the financial information contained in the 2004-2005 

Estimates and Public Accounts. 


riorities 


The tables below summarize AAFC’s progress and activities under each Strategic Outcome can be found 
performance against commitments made in the depart- in Section II. 


ment’s 2004-2005 RPP. Further details on the program 


Program Activity: BRM 


Helping producers manage risk to increase viability and profits 


Expected Results in 2004-2005: 


* Increased utilization of risk management tools; and 
¢ Increased participation in BRM programs. 


Summary of Key Results: Using a wide range of risk management programs and options, in 2004-2005 AAFC focussed its efforts on increasing 
utilization of risk management tools and participation in BRM programs. While these efforts were challenging given the extraordinary 
pressures on farm incomes, the commitments were met: the Canadian Agricultural Income Stabilization (CAIS) program was launched; 
there has been significant participation in the program; and adjustments to make the program work better for producers in addressing 
short- and long-term challenges are being explored with significant progress. 


Commitments in 2004-2005 


Develop the CAIS program 

Create a new production insurance (PI) system based 
on the Crop Insurance Program (CIP) platform 
Modify the Cash Advance Programs 

Encourage private-sector involvement through the 
Private Sector Risk Management Partnership 
Program (PSRMPP) 

Re-design Farm Improvement and Marketing 
Cooperatives Loan Act (FIMCLA) 


Other BRM support 


Key Results 


Commitments met 
* Successfully launched CAIS program, and Net Income Stabilization Account (NISA) and 


Canadian Farm Income Program (CFIP) wind-down progressed 

Continued to make progress in improving CAIS to better meet producer needs 

Received 53,792 complete applications for federally delivered CAIS 

Introduced new insurance, the Pl, based on old CIP. Pl covers more commodities and offers 
new tools and products 

Began exploring changes to cash advances 

19 PSRMPP proposals submitted for review, and nine contribution agreements signed 
Drafted strategic environmental assessment (SEA) of BRM 

Completed evaluation of FIMCLA 


Negotiated and signed three agreements with financial institutions for the Ruminant Slaughter 
Loan Loss Reserve Program (RSLLRP) 

Introduced bridging measures until market demand requires more slaughter and/or slaughter 
capacity increases 

Made progress in eliminating Plum Pox in Canada: 606,000 samples taken showed lower 
infection rates, while 60,000 trees were destroyed. 

Tobacco Adjustment Assistance Program (TAAP) was designed to help ease the transition of 
quota holders out of the industry while improving the viability of those remaining 
Contributed to the economic analysis of the avian influenza outbreak and the development of 
biosecurity and response activities, and gave CFIA information used to determine compensa- 
tion rates for specialty birds 
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Program Activity: FSFQ 


Minimizing risks, increasing consumer confidence and exceeding market requirements for food products 


Expected Results in 2004-2005: 


* Increase in the level of consumer confidence in food produced in Canada; | : 
+ |mprovements in relative performance of Canadian agri-companies in meeting or exceeding market requirements for food safety and quality; and 


* New markets as a result of the adoption of the Canadian food safety and quality system. 


Summary of Key Results: AAFC activities resulted in an enhanced and integrated national policy for food safety and quality, including animal 
and plant health. Collaborative initiatives (including research) among key players and stakeholders, continued. BSE presented a major 
challenge to the Security of the Food System strategic outcome; AAFC responded with a number of initiatives on a variety of fronts. 


Commitments in 2004-2005 


Enhance and integrate national policy for food safety 
and quality, including animal and plant health 
Develop innovative technologies and processes that 
contribute to safer and higher quality foods 

Initiate and sustain efforts to increase awareness and 
recognition of the safety and quality of food pro- 
duced in Canada 

Develop the On-Farm Implementation element of 
the Canadian Food Safety and Quality Program 
(CFSQP) 

Support various tracking and tracing initiatives to 
address the BSE situation 

Encourage a multi-livestock forum for tracking and 
tracing initiatives 


Key Results 


Commitments met 


Developed Strategic Plan for Food Safety Research 

Set up collaborative networks in food-borne mycotoxin research, allergen research and 
virology research in Canada 

Created two working groups to guide the development of a coordinated national food policy, 
one consisting of federal representatives (AAFC, Canadian Food Inspection Agency (CFIA), 
Health Canada (HC), Public Health Agency of Canada (PHAC), Department of Fisheries and 
Oceans (DFO) and one consisting of Federal-Provincial-Territorial (FPT) health and agriculture 
representatives (AAFC, CFIA, HC, PHAC, DFO, British Columbia, Quebec, Nova Scotia). 

An ADM FPT steering group has been established to direct the work of these two groups 

Held FPT Workshop to discuss possible elements of coordinated food policy 

Further progress made in the development of national quality standards 

According to the Globescan 2004 report, an annual syndicated survey of international public 
opinion on issues concerning the production and consumption of food, a high level of confi- 
dence was expressed in Canada’s food quality and quality standards 

Developed regulatory options for organic agriculture and wine, and business and communica- 
tion plans for animal welfare 

Finished a study that examines the obstacles facing the Canadian food industry in the context 
of the Food and Drugs Act. The study makes recommendations to improve the regulatory envi- 
ronment to enable food industry growth and innovation 

Completed major benchmark survey of Canadian consumer knowledge and attitudes toward 
food safety and quality 

Completed survey of the knowledge and attitudes of doctors and nurses toward functional 
foods and nutraceuticals 

Completed the report “Canadian Food Trends to 2020” that provides data and analysis on the 
evolution of the Canadian population and the impacts the evolution will have on Canadian 
food demand over the next 15 years 

Completed an analysis of international food safety and related health-risk messages to assist in 
defining food safety messaging for Canadians 

Successfully launched the On-Farm Implementation element 

Most agri-food sectors finished strategic analysis and traceability system design 

Drafted an FPT Traceability Policy 

48 applications for food safety, food quality and traceability projects were approved for a total 
commitment of $8.5M throughout the fiscal year 

Approved $1.2M to enhance the tracking and tracing capabilities of the Canadian Cattle 
Identification Agency 

Established the Canadian Livestock Identification Agency to develop common standards for 
tracking and tracing (approved $630,000) 

Supported the creation of an animal care council to advance animal welfare issues 


Program Activity: Environment 


Addressing sustainability in soil, water, air, and biodiversity 


Expected Results in 2004-2005: 


A comprehensive set of environmental indicators; 

Improved levels of awareness, acceptance of policies, environmental performance and/or adoption levels; 

Establishment of national standards to be used to measure agricultural producers’ contribution to environmental sustainability; 
Increased capacity of policy makers, land resource specialists and producers in terms of effective land management; 

New environmental technologies available to producers; 

Increased adoption of beneficial management practices (BMPs); and 

Improved water supply capacity. 


Summary of Key Results: AAFC made significant contributions toward helping the sector achieve environmental sustainability, making 
progress in safeguarding and improving soil, water and air, while seeking to understand and preserve Canada’s biodiversity. Agri-envi- 
ronmental indicators (AEls) were updated and progress made on new ones. Many collaborative projects were initiated, carried out or 
completed, and results shared or adopted. Industry-government partnerships helped strengthen support for the industry from Canadians. 


Commitments in 2004-2005 Key Results 


Enhance capacity of the agriculture and agri-food Commitments met (exceeded in some areas) 
industry to understand the agri-environmental inter- 
actions and mitigation approaches to encourage 
sound environmental policy and decision making 
Strengthen collaborative partnerships between 
industry and government to promote stronger sup- 
port for the agriculture industry among Canadians 
Provide knowledge and tools to advise policy mak- 
ers, land resource specialists and producers on more 
effective land-management practices 

Adopt new technologies, practices and processes for 
agricultural producers who reduce agricultural risks 
and increase environmental benefits 

Adopt environmentally BMPs by agricultural 


Updated 13 of 14 existing indicators, made progress on six of 12 new ones 

Made significant progress on new AEls report due in 2005-2006 

Finished Phase | of agri-environmental regulatory study 

Finished project definition phase of the National Land and Water Information Service (NLWIS); 
achieved effective project approval and initiated Phase 1 of project implementation 
Environmental Technology Assessment for Agriculture (ETAA) Program signed seven contribu- 
tion agreements with industry 

Initiated 65 collaborative research projects with industry to develop new technologies to assess 
the impacts of state of art technologies on the environment 

Made extensive contribution to the Environment Canada-led, interdepartmental policy analysis 
and design for a domestic offset system for carbon credit trading. Also contributed extensively 
to the drafting of a design paper for the offset system, which is now in the final drafting stage 
Conducted numerous informal consultations and communications with agricultural stakehold- 


producers in the management of land, water, air 
and biodiversity 

Improve capacity of agricultural producers to deal 
with drought 


ers to explain the offset system concept and to receive feedback on policy and design issues 
for the system 

Distributed papers and strategic framework for building ecological goods and services into 
agri-environmental policy 

Completed and published 19 crop profiles to identify gaps in pest management strategies 
Supported 12 minor use research projects 

Conducted 23 research projects toward integrated pest management strategies 

and technologies 

Developed six pesticide risk reduction (PRR) strategies; supported 22 other projects to 
implement strategies 

Conducted over 400 field trials for new minor uses of pesticides 

Made 16 submissions to HC’s Pest Management Regulatory Agency (PMRA) 

91.5 per cent of agricultural land has had first iteration of environmental scan completed 
8,637 farms have EFPs or Equivalent Agri-Environmental Plan implemented: current level of 
BMPs implementation through the NFSP totals 1,000 individual projects/producers 
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¢ An additional 51,161 hectares (ha) were enrolled in the Land Conversion component of the 


Greencover Canada program in 2004-2005 bringing the total area seeded to perennial cover 
to a total of 323,000 ha. 

4,747,715 seedlings shipped to 8,110 applicants. This includes 4,218 km of farm-yard 
shelterbelts (the equivalent of 1,331 farm yards protected), 238 km of riparian shelterbelts, 
849 km of field shelterbelts that will protect 19,866 ha of soils and crops. Net Present Value 
(NPV) of the crop benefit of these field belts is $1.31M: the soil erosion benefit 

(19,866 ha X 6 T/ha/yr X 30 yrs) = 3.58 million tonnes of topsoil conserved, at $5/tonne 

the total topsoil value is $17.9M), and the creation/enhancement of 166 ha of wildlife habitat. 
The trees planted in 2004 can sequester 1,791,590 tonnes of CO2 by 2054 

Technical information provided to producers through publications, research reports, work- 
shops, field days and individual consultation in the fields of water quality, range management, 
irrigation, water sources, soils and agroforestry. This information aided the accelerated adop- 
tion of BMPs and assisted in ensuring they were implemented appropriately 

Development and testing of new or improved BMPs through research or field trials in the areas 
of agroforestry, range management, irrigation, water supplies, soils and water quality 


¢ Delivery of National Water Supply Expansion Program 


Program Activity: Innovation and Renewal 


Equipping the sector with new business and management skills, bio-products, knowledge-based production systems and strategies to 
capture opportunities and to manage change 


Expected Results in 2004-2005: 


¢ Information on AAFC research results and inventions available through the Internet; 

* Leading-edge production and processing systems demonstrated; 

¢ Research programs include information dissemination and technology transfer considerations; 
* Centres of expertise developed; and 

¢ Industry and government investment in bio-products and bio-products research. 


Summary of Key Results: AAFC explored areas for research partnerships and opportunities to integrate science and maximize Canada’s 
overall research capacity. Scientists worked on new bio-products and knowledge-based production systems. A strategy was developed to 
help coordinate efforts of commodity-specific value chains — producers, processors and retailers — to recognize and respond to new 
opportunities in the bio-based economy. AAFC and partners reached many new and established producers across the country to help 
them assess their situations and options and acquire skills and resources they need to succeed. 


Commitments in 2004-2005 Key Results 


* Create effective public information and technology Commitments met 
transfer mechanisms — ¢ Registered cultivar improvements with enhanced quality traits or improved disease or insect 
¢ Increase research in bio-products and bio-processes resistance for use by farmers 


Integrated crop management contributed to systems that reduce input and energy costs, 
reduce environmental impact and reduce business risk 

Research information contributed to cattle import policy decisions limiting potential of 
Bluetongue transmission in Alberta cattle 

Leading-edge livestock production systems reduced feed costs, reduced environmental impact 
and increased quality 

Over 1,000 information and technology events made available to Canadians 

13 patents were submitted/issued for crop and livestock technologies 

Launched Specialized Business Planning Service (SBPS) components of Canadian Farm Business 
Advisory Services (CFBAS) and Planning and Assessment for Value-Added Enterprise (PAVE) in 
most provinces. The Farm Business component of CFBAS was launched in 2003 

SBPS, CFBAS and PAVE were available across Canada by end of fiscal year; over 2,000 
producers applied to take part in the program 

Canadian Agricultural Skills Service (CASS) programs details finalized; program launched in 
Prince Edward Island in February 2005 

Published a variety of innovative family business management and information tools; 
organized the Agricultural Excellence Conference; developed a learning centre through a farm 
course database, AgriSuccess seminar and a scholarship database 

8,000 copies of CD-ROM of the Benchmarking for Success tool were distributed by request 
4-H programs achievements included four national conferences, Renewal Opportunities 
Program, National Resources Network, development of a strategic plan 

4,446 applications have been received from farmers since inception of Farm Debt Mediation 
Services (FDMS) in April 1998, A survey of farmers and creditors in February 2005 shows that 
90 per cent found the services very satisfactory or satisfactory 


Effective delivery of Advancing Canadian Agriculture 129 applications received in response to two separate calls for proposals; 40 projects for a total 
and Agri-Food (ACAAF) Program commitment of $12M were approved under first call and 24 projects for a total commitment 
of $6.5M under the second call 

ACAAF regional industry councils received $27.3M in grants; approved 11 collective outcome 
projects for a commitment of $4.2M 


AAFC's 2004-2005 Departmental Performance Report 


AAFC’s 2004-2005 Departmental Performance Report 


Program Activity: International Issues 


Expanding international opportunities for the Canadian food sector 


Expected Results in 2004-2005: 


Reduced trade barriers; 

Increased market access protocols negotiated with key trading partners; 

Increased recognition and improved perception of Canadian agricultural products and processes; 

Increased recognition of Canada as a place for agri-food investment; 

Changes in international partners’ support for Canada’s positions at negotiating sessions; and Le oe 
Increased value of sales by the industry. The sector generates annual sales of about $1308, including $30.98 in agriculture and food exports (including 


seafood), contributing close to $5.8B to Canada’s overall trade surplus 


Summary of Key Results: AAFC helped expand global market opportunities for the sector, reached agreement on a framework on agricul- 
ture in the World Trade Organization (WTO), and defended Canadian policies and programs and challenged those of other countries that 
negatively impact on competitiveness of the Canadian sector. Significant progress was made on plans to build on the sector's reputation 
in global markets via a branding strategy. Buyer and consumer research in key markets was completed and the results used to begin to 
define a brand promise for Canada and develop draft creative materials. Launching the Canada brand promise in 2005 is on track. AAFC 
also took steps, including developing relationships with emerging players in the agriculture and food sector, to help industry build long- 
term strategic plans for expanding and succeeding globally. 


Commitments in 2004-2005 Key Results 


* Improve market access Commitments met 


* Overcome technical trade barriers ¢ Reached agreement on framework on agriculture in the WTO, and participated in the subse- 

¢ Enhance international development quent technical discussions 
Many Canadian ideas and positions reflected in the WTO negotiating texts 
Pressed for a more level international playing field for producers and processors 
Continued efforts to regain access to world markets, particularly U.S. re: BSE 
Defended key access interests (e.g, U.S. countervail investigations on swine, wheat, etc.) 
Advocacy work on BSE, Country of Origin Labelling (COOL), the Bioterrorism Regulations, and 
on wheat has helped build a significant constituency of like-minded parties to defend our 
interests. Advocacy efforts in the U.S. were also strengthened through the Enhanced 
Representation Initiative 
Made significant progress on various fronts on the Branding Strategy 
Carried out many activities to promote Canada and Canadian products and to help industry 
meet its global market development activities 
Finalized AAFC’s International Development Strategy 
Conducted needs assessment missions in five of the eight priority countries 
Signed agreement with the Canadian International Development Agency (CIDA) to develop 
three training modules for developing countries; the CIDA-funded modules are under 
development. Close to 300 people were trained during four workshops delivered in one 
of the priority countries. 
Managed CIDA-funded 5-year, $40M China-Canada Agricultural Development Program 


Our Managem 


The Management Accountability Framework (MAF) 
is a government-wide management structure that 
AAFC’s uses to deliver APF results. In 2004-2005, 
the department made considerable progress 
towards strengthening management practices in 
the 10 areas of the MAF. The major accomplishments 
are as follows. 


1. Governance and Strategic Direction 


The Deputy Minister reviewed and confirmed the 
department’s horizontal team-based governance model 
and developed options to evolve it. In this model, 
AAFC has fully aligned departmental priorities and 
program activities with the government-wide PAA 
and the MRRS. An effective planning function is in 
place to integrate strategic and operational planning 
in the APF by linking together results-based “outcome 
projects” to form a detailed plan for achieving the 


APF vision. 


Achieving APF outcomes with the provinces and ter- 
ritories and other departments remains a main driver 
of the APE Through MOUs established with other 
departments, partnerships have been created for man- 
aging APF programming. This represents a more effec- 
tive horizontal management of the delivery of shared 
interdepartmental commitments, linking back to 


AAFC’s policy framework. 


Portfolio Management continued to be a priority, with 
the Portfolio Secretariat supporting the Minister’s and 
Deputy Minister’s policy priorities and coordinating 
strategic advice. 


2. Accountability 


Accountability for results continued to cascade from 
the Deputy Minister’s performance agreement to the 
performance agreements of all executives (EXs) of the 
department. The Assistant Deputy Ministers are 
accountable for overall results that reflect the Deputy 
Minister’s commitments; Director General-level 
Team Leaders are accountable for team results, and 
Outcome Project Leaders are accountable for outcome 
project results. 


3. Policy and Programs 


Policy and program development are both strength- 
ened by an integration function that ensures consis- 
tent policy and development across all five program 
activities. AAFC continued strong efforts regarding 
program development and due diligence to ensure pro- 
gram integrity. There is also active consultation and 
collaboration with stakeholders (provinces, territories, 
other departments, industry, consumers) to improve 
and further develop APF programs. 


AAFC’s research and analytical capacity was 
strengthened with the establishment of a Canadian 
Agricultural Policy Research Institute and the 
Agricultural Policy Research Networks to support 
research-based policy development, and a Science 
Advisory Body to provide independent science advice 


to AAFC. 
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4, Citizen-Focussed Service 


The department launched the development of an 
Integrated Business Service Delivery Strategy to 
ensure that its clients have access to programs, 
services, tools and information in a manner that is 
integrated, timely, efficient and effective. AAFC has 
also played a lead role among eight pilot departments 
participating in an in-depth review of Information 
Technology and corporate administrative services. 


5. Stewardship 


In the management of Capital Assets, the Long-Term 
Capital Plan has been developed for 2005-2006 to 
2009-2010. For the first time, this plan integrates all 
assets including information management/information 
technology. 


The Deputy Minister chairs the Audit and Evaluation 
Team which met four times in 2004 to discuss 14 internal 
audit reports and management responses and seven 
evaluation reports that have been submitted to TBS 
and are available on the web. A risk-based Audit and 
Evaluation Plan is also available. 


6. Risk Management 


To strengthen our risk management capacity, AAFC 
developed a corporate risk profile. AAFC also has a 
fully integrated risk management framework where 
risks align with business plans and the executive team 
assumes clear roles and responsibilities for managing 
risks. The Risk-Based Audit Framework (RBAF) was 
prepared for the APF as part of the Treasury Board 
Submissions. The RBAF covers BRM and non-BRM 


programs. 


7. People 


AAFC has developed a comprehensive human 
resources plan that is in line with the direction of 
Public Service Modernization Act (PSMA). It links HR 


to business planning in the department. 


Meanwhile, its People Framework is driving the 
department’s human resources plan in the context of 
Public Service-wide human resources modernization. 
AAFC has also developed a strategy and action plan 
for implementation of PSMA. 


8. Public Service Values 


The department has established a Values and Ethics 
Office and an Issues Resolution Network to implement 
the Public Service Values and Ethics Code. In addi- 
tion, AAFC has created its own ethics framework, 
including a Statement of Organizational Values, the 
AAFC Code of Conduct and the AAFC Conflict of 
Interest Guidelines. The department has also developed 
a Science Ethics Policy Framework that responds to the 
need for clarity in AAFC scientific research ethics. 


9, Learning, Innovation and 
Change Management 


A competency-based Core Learning Program was 
developed that supports a performance measurement 
approach, which ties learning to results through 
performance agreements and learning plans. 


AAFC has also developed a learning policy that has 
the objective of building a lifelong learning culture 
in AAFC that stimulates, guides and promotes the 
development of employees. 


10. Results and Performance 


The department has enhanced its capacity to gather 
and use information on results to continue work 

on measuring and reporting on the APF and guide 
decisions. 


In the department’s planning process, expected results 
and performance indicators for outcome projects 
were refined. 


SECTION II 


Analysis of Perforn 


Introduction 


The agriculture and agri-food sector plays an 
important role in Canada, touching the lives of 
Canadians in every corner of the country. It gener- 
ates $130 billion in sales, including $30.9 billion 
in exports, and accounts for eight per cent of the 
GDP. One in eight Canadians works in the sector. 
It sustains local communities. It is the source of 
safe, reliable food products. It is increasingly 
evident that its adoption of sustainable practices 
will be key to the future health of our air, water, 
soil and biodiversity. 


Canada’s food system is one of the safest in the world. 
Today, consumers everywhere are calling for stronger 
assurances that food is wholesome and safe. Canada 
puts safety first, whether this means careful analysis of 
new foods, or tracking cattle from the originating farm 
through the production chain. AAFC works with the 
CFIA, HC and industry to emphasize safety in every 
step of the food production process. AAFC also works 
with these partners to provide ongoing participation 
and support for education programs offered by organi- 
zations such as the Partnership for Consumer Food 
Safety Education, the Food Safety Information Society 
and the Food Safety Network to help ensure that 
Canadian consumers carry safe food preparation and 
handling through to the dinner table. At the same 
time, the department strives to provide producers with 
a more secure operating environment; one in which 
they can manage risks inherent in farming to run 
stable and profitable businesses. 


vance 


AAFC is working hand-in-hand with industry to make 
Canada the world leader in using environmental 
resources wisely. Long-term sustainability means, 
above all, developing smart technologies and farm- 
friendly solutions that protect the diverse ecosystems 
on which the country’s future depends. It also means 
balancing protection with robust production, develop- 
ing new “green” products that consumers want, and 
helping rural communities grow and prosper. 


Future success hinges on the industry’s ability to 
develop a broad range of exciting new products and to 
find innovative ways to take them around the world. 
Canadians spend one billion dollars on agricultural 
research every year, and AAFC contributes more than 
a third of that. It is a sound investment. Bold new 
research is offering growers and consumers the prod- 
ucts they want, from tough new cereal crops that can 
be grown with fewer pesticides to reduced-fat chick- 
ens. AAFC’s researchers are helping the industry 
grow. They are developing safer food processing 
techniques, preserving genetic resources, and introduc- 
ing innovative crop strains and advanced animal 
production technologies. AAFC and industry collabo- 
rate on more than a thousand research projects each 
year, producing a steady stream of healthy, even revo- 
lutionary, products for markets around the world, from 
lentil innoculants that boost farm yields, to paper 
made from wheat straw. 


The future of Canadian agriculture is promising, but 
its potential can only be realized if concrete measures 
help the industry cope with the pressures of today. 


AAFC’s 2004-2005 Departmental Performance Report 


AAFC’s 2004-2005 Departmental Performance Report 


In the February 2005 Budget, the Government of 
Canada reiterated that it continues to stand by pro- 
ducers as they deal with the impacts of the unexpected 
case of BSE and with other immediate challenges. 

To this end, the government committed funds to: 


e facilitate increased domestic slaughter capacity; 


¢ enhance the animal health system by contributing 
to the disposal of specified risk materials; 


¢ expand existing cash-advance programs; and 


¢ examine how Prairie Farm Rehabilitation 
Administration services, now available to 
Prairie farmers, can be expanded to farmers across 
the country. 


Also, the federal government, working with provinces 
and territories, committed to review alternatives to 
the CAIS program deposit requirement. Recognizing 
the role of agricultural co-operatives in regional 
development and rural communities, the government 
further committed to strengthen co-operatives via 
measures that will allow members to defer paying tax 
on patronage dividends they receive in form of shares. 


The performance accomplishments for 2004-2005 out- 
lined above are described further in the remainder of 
this section under program activities that contribute 
toward the department’s three strategic outcomes: 


¢ Security of the Food System; 
® Health of the Environment; and 


¢ Innovation for Growth. 


Security of the Food System 


BUSINESS RISK MANAGEMENT 


Making a living and remaining in the industry is not 
just in the best interests of producers and their fami- 
lies, but also in the best interests of rural communities 
and indeed all Canadians. For this reason, government 
investments in stabilizing the sector are pivotal. 


A stable business environment is a major challenge, 
given that farm income is subject to pressures that are 
very often beyond the control of producers. The pri- 
vate sector offers few programs to help producers deal 
with many of the risks intrinsic to the business of 
farming, such as weather-related difficulties, animal 
and plant diseases and uncertain commodity prices. 


The federal government and its provincial and terri- 
torial partners agree that effective BRM is crucial 
for a more stable and profitable agriculture sector. 
The intent of the BRM programs under the APF is to 
help producers better manage risk using a range of 
options, leading to greater profitability. 


Droughts, frost, a relatively high Canadian dollar, low 
commodity prices, the BSE situation, and the outbreak 
of avian influenza have put Canada’s producers under 
tremendous pressure. The federal government addressed 
these challenges through strong assistance measures 
that added up to record levels of program payments — 


$4.9 billion in 2004 alone. 


Responses to immediate challenges 


Ruminant Slaughter Loan Loss Reserve 


The RSLLRP was initiated in September 2004 under 
the Repositioning of the Livestock Industry Strategy 
(described in later paragraphs) in response to border 
closures to Canadian cattle and beef products after 
confirmation of a case of BSE in this country in 

May 2003. The program, which is worth $38.5 million, 
helps producers increase access to debt capital for 
projects to increase slaughter capacity, including 
expansion and construction of small- and medium- 
sized facilities. The 2005 Budget committed a further 
$17.1 million towards the Transition for the Cattle 
and Other Ruminant Industries, of which $4.2 million 
was specifically for the program. 


The department has currently signed three contribution 
agreements with financial institutions and is expecting 
the signature of others in the coming months. Lending 
institutions eligible under the program include char- 
tered banks, credit unions and caisses populaires. Farm 
Credit Canada, the Business Development Bank of 
Canada, and some provincial financial crown corpora- 
tions are also included. 


BSE Programming: Feeder Set-Aside Program 
and BSE Fed Cattle Set-Aside Program 


While falling prices and the emergence of new, 
low-cost competitors around the world have hurt the 
Canadian agricultural industry generally, outbreaks of 
animal and plant diseases had profound impacts on 


certain sectors. 
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Following confirmation of a single case of BSE in 
Canada in May 2003, many trading partners, including 
the USS., closed their borders to Canadian cattle and 
beef products. The Government of Canada’s innova- 
tive Repositioning of the Livestock Industry Strategy Is 
helping to return the beef and cattle industry to 
profitability. The $488 million federal investment 
package contains strategies to ensure the long-term 
viability of the livestock industry. Among the 
strategies are: 


e Feeder Set-Aside Program — to assist industry in 
managing the supply of feeder calves over the next 
one to two years, as slaughter capacity increases. 
Some 1.15 million calves in six provinces have 
been set aside for later release to go into feedlots 
for finishing. 


Fed Cattle Set-Aside Program — to help producers 
delay the marketing of some animals going to pack- 
ers in an effort to bring the number of cattle pre- 
sented for slaughter in line with available capacity. 
The program has been extended to March 31, 2006, 
when slaughter capacity is projected to better match 
available supply. Weekly auctions have been taking 
place since October 11, 2004. 


Avian Influenza 


Avian influenza was detected at a poultry farm in the 
Fraser Valley, B.C. in mid-February 2004. The outbreak 
of the disease resulted in sudden economic hardship, 
not only for poultry producers in this region but also for 
suppliers, as borders and markets closed to Canadian 
products. In response, the Government of Canada 
introduced a fast-track, supplementary import policy 
for primary chicken processors and egg graders to allow 
for additional supply until such time as chicken farm- 
ers outside B.C. could increase chicken production. 
The policy, which was developed in close consultation 
with industry, provided supplementary import authori- 
zations directly to B.C. primary chicken processors and 
egg graders operating in the control zone when alter- 
native domestic supplies were not available. 


Poultry producers, including specialty bird producers, 
who experienced a significant drop in income were 
able to protect their operations by participating in the 
CAIS Program described in the next section. 
Producers of supply-managed commodities, including 
chicken, turkey and eggs, were also eligible for full 


income stabilization assistance if their production mar- 
gin dropped by more than 30 per cent. (Producers of 
non-supply-managed commodities are eligible if they 
experience any decline in their production margin.) 


AAFC staff set up an analysis team to get a sense of 
the impact and scope of avian influenza. The team 
met with provincial officials and producer groups and 
identified what assistance was being provided by 
others (CFIA and supply-managed group) in order to 
learn about industry structure (e.g., number of cycles) 
so that they could ensure CAIS’s response. CAIS 
administration staff also attended information sessions 
led by the provincial government. 


Further, AAFC contributed to the economic analysis 
of this outbreak and helped develop a plan to deal 
with any such future outbreaks. It also provided the 
CFIA with information used to determine compensa- 
tion rates for specialty birds. 


The avian influenza incident underscores how pay- 
ments to ease immediate economic hardship, while 
necessary, provide only short-term help. Long-term 
solutions are also required, not only to keep the cur- 
rent generation of producers farming, but to make the 
sector attractive to the next generation of farmers. 


Overview of BRM Programming 
There are two core BRM programs under the APF: 


CAIS is a whole-farm approach to BRM that inte- 
grates stabilization and disaster protection into a 
single program. it provides producers protection 
from both small and large drops in income. 
Launched in December 2003, CAIS replaced the CFIP 
and the NISA programs, both of which ended with 
the 2002 stabilization year. 


The second program, Pl, is modelled after the CIP 
that it replaced. PI provides risk protection to pro- 
ducers of many different commodities by minimiz- 
ing the economic effects of crop losses caused by 
natural hazards such as adverse weather conditions, 
insects and diseases. 


The two central BRM programs are complemented by 
the Financial Guarantee Programs consisting of the 
Spring Credit Advance Program (SCAP) GJ and the 
Advance Payments Program (APP) which are also 
known as the cash advance programs and the Price 
Pooling Program (PPP) &. SCAP and APP guarantee 
the repayment of advances made by producer organiza- 
tions to farmers in the spring and in the fall, respectively, 
creating a more stable business environment, while 
PPP guarantees a minimum average wholesale price for 
an agricultural product sold by a marketing agency. 


PSRMP is another component of BRM. This pro- 
gram encourages private sector involvement in BRM 
and thus complements government efforts. PSRMP 
focusses on farm business risks that are not covered by 
existing government risk management programs or 
private sector services. 


Support for Supply Management 


Supply management offers Canadian dairy, poultry and 
egg producers an opportunity to achieve a reasonable 
income and for consumers to be assured of a stable supply 
of safe food at a reasonable price. The Government 
will continue to work with these industries to 
strengthen and sustain their supply-managed systems. 


The following paragraphs describe the department’s 
activities in 2004-2005 that were presented with 
special challenges as a result of the extraordinary 
pressures on farm incomes. In fact, these pressures led 
to a thorough analysis of BRM policies. 


CAIS Program Development 


Following the launch of the CAIS program in 
December 2003, the transition from NISA and CFIP 
continued in 2004-2005. As part of the transition, 
AAFC promoted CAIS extensively. This included 
producer information sessions, accountant and finan- 
cial institution briefings, training of provincial staff, 
and industry-specific sessions. 


The Transition Industry Support Program &, 
announced in March 2004 to help bridge NISA to 
CAIS, recorded direct total payments of $598,099,624 
and general total payments of $234,610,514. Under 
the Risk Management Funding Year 2 &, which 
helped producers in the transition to new BRM 


programs, including CAIS, 178,238 producers received 
funds totalling $531,947,768, plus $50.3 million 
distributed in Quebec. 


Meanwhile, AAFC wound down CFIP, ensuring 
sufficient funding to complete the program. NISA 
reduced active accounts by 59,688 as $1,931,643,199 
was withdrawn. At the end of this reporting period, 
86,130 accounts with a value of $1,553,520,109 


still remained. 


As earlier programs were being phased out, CAIS 
became fully operational across the country. The pro- 
gram is delivered by the federal government in British 
Columbia, Saskatchewan, Manitoba, New Brunswick, 
Nova Scotia, and Newfoundland and Labrador. The 
provincial governments deliver CAIS in Alberta, 
Ontario, Quebec, and Prince Edward Island. In those 
provinces where the program is delivered federally, 
AAFC received 53,792 completed applications and 
payments reached $451,066,703 in 2004-2005. 
Nationally, CAIS received 133,927 applications and 
the total value of payments stood at $1,215,136,457. 
As well, the CAIS Special Advance, designed for pro- 
ducers owning breeding cows and other specified rumi- 
nants who wished to get 2004 program year assistance 
earlier than normally available, received 14,530 appli- 
cations with payments totalling $95,248,540. 


The commitment for CAIS program development was 
therefore met. Other key BRM programs were deliv- 
ered efficiently and in a timely manner. Significant 
progress was also made on the development of CAIS 
performance indicators, in accordance with the 
Implementation Agreements, and a process to approve 
the indicators is under development. 


These various BRM accomplishments were realized 
despite extraordinary and concurrent pressures on farm 
incomes. The transition from NISA to the more com- 
prehensive CAIS program alone posed significant 
implementation challenges. Indeed, during the year, 
enhancements to the CAIS program to increase cover- 
age and to simplify the rules for producer participation 
were required. 
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Examples of more specific challenges include: 


e multiple deadline extensions resulted in resources 
being in place earlier than required and on strength 
longer than anticipated; 


¢ high volume of applications received at the 
deadline date; 


¢ Implementation Agreement amendments resulting 
in reprocessing of CAIS applications; 


¢ industry-specific issues; 


e responses to disasters such as avian influenza and 
BSE programming, specifically designing and 
implementing the CAIS Special Advance; 


e between April 1, 2004, and March 31, 2005, CAIS 
administration delivered 190 producer information 
sessions in the provinces of British Columbia, 
Saskatchewan, Manitoba and the Yukon with a 
total attendance of 7,694; and 


¢ in November, 2004, offered store-front appointments 
in New Brunswick in direct response to the potato 
wart issue. A total of 139 appointments were held 
in Wicklow, Grand Falls and Fredericton with an 
information session delivered to accountants 
in Moncton. 


On the other hand, these challenges also presented an 
opportunity to enhance program delivery. To this end, 
AAFC thoroughly examined BRM programs to find 
ways to make improvements. In fact, making the 
CAIS program better able to meet the needs of 
producers is an ongoing priority. For example: 


¢ Federal, Provincial and Territorial Ministers of 
Agriculture agreed on March 2-3, 2005, to review 
issues related to CAIS in response to industry 
concerns; and 


e the six CAIS-related issues below were addressed 
by Ministers at their July 2005 meeting GJ: 


feeresy = 


1. deposit alternatives 

2. inventory valuation 

3. pro-active advances 
4. program simplification 
5. CAIS-PI linkage 


6. reference margins 


Implementing Production Insurance 


The second key component of BRM is PI. Pl is a 
statutory program and is based on the former CIP in 
which the federal government contributes to program 
premiums. PI programs were in place for all provinces 
during 2004-2005. The programs are intended to mini- 
mize the negative effects caused by uncontrollable 
natural hazards like drought, frost, hail and excessive 
moisture. PI is delivered by provinces through crown 
corporations and line ministries. 


The APF objectives for PI are to increase participation 
for commodities where little or no PI protection 
existed, to offer the same program options and federal 
support to all producers and to improve efficiency of 
program delivery. 


In an effort to increase program participation, CIP 
Regulations were repealed and replaced with the 
Canada PI Regulations effective for the 2004 crop 
year. The new regulations authorize federal contribu- 
tions to livestock insurance, compensation for wildlife 
damage, a range of weather-based products and cover- 
age up to 90 per cent. Thirteen new plans and options 
were developed including whole farm options. The 
national 70 per cent target participation rate for crops 
acres insured was met and 25 per cent of forage acres 
were insured. A draft report on the feasibility of 
livestock insurance was prepared. 


Progress towards offering the same program options 
and federal cost-share was realized through the 
development and approval of national guidelines for 
program elements including Catastrophic Coverage. 
In addition, provinces continued to move forward on 


the phase-in of targeted national federal premium 
cost-share for 2006. 


2004 Production Insurance Federal, Provincial and Producer Expenditures 


All Provinces Total Federal 
Cost Share 

$ (millions) $ (millions) 

Premiums 881.848 309.080 
Wildlife Compensation 28.343 17.006 
Administration 96.601 57.961 
Total 1,006.792 384.047 


Efforts to improve the efficiency of program delivery 
were concentrated on the completion of the 
Administrative Best Practices Study. A Livestock 
Feasability Study was conducted to assess the needs of 
the producers. 


Environmental Assessment of BRM Programs 


In accordance with a government directive, a Strategic 
Environmental Assessment (SEA) of BRM programs 
was drafted in May 2004. A SEA of CAIS is required 
for 2005-2006, while SEA for PI is a requirement for 
year 2006-2007. 


Engaging the Private Sector 


Clearly, a comprehensive, proactive BRM approach is 
crucial to building a strong, dynamic, competitive, 
profitable industry, especially in the fast-changing 
and tough business environment of the 21st century. 
The federal government, working in partnership 
with the provinces and territories, is committed to 
helping producers deal with risks and continue to 
run profitable farm operations. This commitment is 
evident in the number and range of existing pro- 
grams, and from adjustments in response to evolv- 
ing producer requirements. 


However, gaps in risk management coverage still 
exist, especially at the farm level. To complement 
its efforts and capitalize on the expertise and 
resources in this country, the government took the 
initiative to encourage the private sector to engage 
in risk management coverage through the PSRMP. 


Provincial 
Share 

$ (millions) 
234.116 
Woo/ 
38.640 
284.093 


Producer Federal Provincial Producer 
Share Cost-Share Cost-Share Cost-Share 

$ (millions) % % % 
338.653 35.049 26.548 38.403 

0 60 40 0 

0 60 40 0 

338.653 38.146 28.218 33.637 


Announced in December 2003, this $15-million pro- 
gram is designed to help the agricultural industry find 
risk management solutions for risks or perils which are 
predictable and represent a significant threat to an 
affected farm, while having minimal overall impact 
on the industry or its markets. The program aims to 


achieve two BRM objectives under the APF: 


¢ to enhance the capacity of the agricultural industry 
to manage risks traditionally not covered by public 
sector programs, and for which private sector cover- 
age is not currently available; and 


© to increase the participation of the private sector 
financial services industry in providing risk manage- 
ment solutions (products and services) to the 
agricultural industry. 


The program will also assist the financial services 
industry, which includes banking, insurance and 
investment, to identify and develop new products and 
services for producers. 


Under the program, producer groups can apply for 
funding to help them develop solid business proposals 
to take to private sector providers of risk management 
tools and services. Nineteen proposals have been sub- 
mitted for review, while nine contribution agreements 
have been signed. 


Modifying the Cash Advance Programs 


Also challenging for producers are the problems they 
can experience with cash flow at both ends of the 
growing season. Low returns have made it hard for 
many producers to secure operating lines of credit 
prior to seeding. At the other end of the season, cash 
flow after harvest can be a critical factor for producers 
faced with short-term financial commitments who 
want to store crops and sell them throughout the year 
to achieve higher returns. 
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Re-design of the Farm Improvement and 


Marketing Cooperatives Loan Act 


Another federal loan guarantee program is the 
FIMCLA program. FIMCLA is aimed at increasing the 
availability of loans to improve producers’ operations 
and to process, distribute or market farm products by 
co-operative associations. This program guarantees 

95 per cent of the value of loans provided to farms and 
co-operatives by financial institutions. 


FIMCLA began when private sector loans were diffi- 
cult for producers to secure. Today, producers have 
increasing access to commercial lending institutions, 
which has reduced the need for the program. As a 
result of the decline in demand, an evaluation of the 
program was conducted in 2004-2005. The current 
FIMCLA will continue while analysis is conducted to 
determine if FIMCLA or a like instrument can be 
used to address debt-financing needs of beginning 
farmers, inter-generational transfers, and agricultural 
co-operatives. For orderly processing of applications 
that were already in progress, loan applications sub- 
mitted to AAFC by March 31, 2005, remained eligible 
for consideration, while all current guarantees under 
the program will be maintained. 


Plum Pox Eradication Program 


Plum Pox Virus, also known as Sharka, was first dis- 
covered in fruit trees in Ontario and Nova Scotia in 
2000. It is a serious plant disease that infects peaches, 
nectarines, plums, apricots, almonds and ornamental 
varieties. While the virus does not actually kill trees, 
it can diminish yields sharply. 


This seven-year eradication program was introduced 
and progress was made in eliminating Plum Pox in 
Canada. The 606,000 samples that were taken in 
2004-2005 showed lower infection rates than previous 
years. In 2004-2005, 60,000 trees were destroyed. 


Tobacco Adjustment Assistance Program (TAAP) 


While some sectors have faced declining international 
market prices, others must come to grips with long- 
term declining demand for their products. The TAAP 
was designed last year to aid in the transition of the 
Canadian tobacco growing industry by permanently 
retiring Basic Production Quota. Through a reverse 
auction process, the TAAP will help ease the transi- 
tion of quota holders out of the tobacco industry, 
while improving the viability of those remaining. 


TAAP will be implemented in 2005-2006. 


FOOD SAFETY AND FOOD 
sae (FSFQ) 


has earned a solid reputation for supp lying 
sod products that have earned consumers’ 
dence. Canada’s agri-food products are 

i internationally for being safe and of high 
y thanks in large part to rigorous safety and 
y pecs regimes and processes that are 

n place. 


Canada’s commitment to safety is already apparent in 
areas such as the careful analysis given to new foods 
and the tracking of cattle from the farm of origin right 
through the chain of production. 


But consumers today expect even stronger assurances 
that the food they eat is both safe and of high quality. 
To increase confidence, consumers both in Canada 
and abroad need more information about how their 
food is grown and processed. This requires developing 
new diagnostic tools to identify diseases precisely and 
maintaining a dependable system of food inspection. 


The Government of Canada is committed to establish- 
ing and maintaining effective surveillance and inspec- 
tion programs that detect hazards in food, animals and 
plants. These programs will also help provide con- 
sumers with early warnings if problems are discovered 
and ensure that timely safeguards mitigate these risks. 


As part of this commitment, federal, provincial and 
territorial governments are supporting industry’s efforts 
to develop and implement food safety, quality and 
traceability systems. These systems are being put in 
place through the APF and are key to enhancing the 
sector’s capacity to meet or exceed market requirements, 
which are important elements in branding Canada. 


The FSFQ pillar under the APF provides policy direc- 
tion, along with programs, services and tools for the 
industry to maintain Canada’s international reputation 
as a source of safe and high-quality agri-food products. 
These include an on-farm food-safety program, trace- 
ability initiatives, support for quality control systems 
and data management systems, and research and 
technology transfer. 


For 2004-2005, AAFC had committed to achieving 
results in three areas pertaining to FSFQ: (1) an 
enhanced and integrated national food policy; 

(2) innovative technologies and processes; and 

(3) increased awareness and recognition, locally and 
globally, of the safety and quality of foods produced in 
Canada. Work in these areas was conducted under 
three corresponding sub-activities: FSFQ policy and 
strategy, FSFQ programming, and FSFQ science. 


Food Safety and Quality Policy and Strategy 


One major focus of AAFC’s efforts under this sub- 
activity was food policy coordination. With so many 
players involved from the farm gate to the consumer’s 
plate, coordination is essential to safeguarding the 
food system. Work in this area provided a strong foun- 
dation for consumer confidence, health protection and 
economic growth by strengthening food safety and 
quality systems so that the food sector can respond to 
market demands more efficiently, both domestically 
and internationally. Achievements included: 


¢ creation of two working groups to guide the devel- 
opment of a coordinated national food policy, one 
consisting of federal representatives (AAFC, CFIA, 
HC, PHAC, DFO) and one consisting of federal, 
provincial and territorial health and agriculture 
representatives (AAFC, CFIA, HC, PHAC, DFO, 
British Columbia, Quebec, Nova Scotia); 


establishment of an ADM federal, provincial, and 
territorial steering group to direct the work of these 


two groups; 


e¢ an FPT Workshop to discuss possible elements of 
coordinated food policy in August 2004; 


e FPT Ministers’ meetings in April and September 
2004 on coordinated food policy approach; and 


¢ a meeting of federal Deputy Ministers and industry 
representatives in March 2005 to discuss challenges 
facing the agriculture and food sector and identify 
appropriate government responses. 


In 2004-2005, considerable advances were made in 
building on the policy discussion and research required 
to enhance the agriculture and agri-food safety and 
quality systems in Canada. Several workshops and 
meetings were held with the Portfolio, and the provinces 
and territories to develop animal and food quality 
strategies. Further progress was made in the develop- 
ment of national quality standards for wine and spirits; 
this will eventually lead to enhanced market access. 


Additional work related to industry development and 
market demand included: 


e AAFC support for the creation of the animal care 
council to advance animal welfare issues; 


@ advice on regulatory issues that may impact on 
industry innovation and marketing; 


¢ information and analysis on consumer perceptions, 
knowledge, attitudes and behaviours through public 
opinion surveys and other means; 


e analysis and report on current and future alterna- 
tives to trans fat; 


© surveys on consumer attitudes toward food safety 
and quality and attitudes of doctors and nurses 
toward functional foods and nutraceuticals; 


e analyses of data on domestic and international 
consumer attitudes toward food safety and quality 
iSSUeS; 


¢ analysis on Canadians’ evolving knowledge, atti- 
tudes and behaviours and implications for consumer 
demand over the next 15 years; and 


e review of literature on integrating food policy with 
growing health and wellness concerns. 
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With a nation-wide assurance system, Canada could 
demonstrate to the world that all its food is safe 
and of the highest quality. In December 2003, 

the federal government announced a five-year, 
$62-million investment in the Canadian Food Safety 
and Quality Program (CFSQP) = to boost the 
Canada’s food safety, quality and traceability 
systems. The CFSQP will help develop systems that, 
among other things, will continue to protect 
consumer health and thereby maintain consumer 
confidence in the safety and quality of food 
produced in Canada. 


Open to organizations from across the agri-food 
continuum whose projects are national in scope, the 
CFSQP consists of three elements: 


¢ food safety, aims to reduce exposure to hazards using 
the definitions and principles of the Hazard 
Analysis Critical Control Point (HACCP); 


¢ food quality, focusses on meeting or exceeding 
market specifications; and 


¢ traceability, encourages the development of processes 
that can trace the history, location, and associated 
food safety and quality standards of food products 
from field to fork. 


In 2004-2005, AAFC’s activities focussed on animal 
health and food quality, and traceability. 


Regarding traceability, most agri-food sectors completed 
their strategic analysis and system design. Major successes 
included development of the Can-Trace Canadian Food 
Traceability Data Standard, and the creation of the 
Canadian Livestock Identification Agency. A national 
congress was held to take stock of progress and review 
future direction. Moreover, a Federal-Provincial- 
Territorial Traceability Policy is under development. 


Overall, a total of 48 applications under the CFSQP 
were approved for $8.5 million: 

¢ 22 on-farm applications approved for $3.7 million; 
* 6 post-farm applications approved for $1.2 million; 


) 


¢ 14 traceability applications approved for 
$2.5 million; and 


* 6 multi-association applications approved for 
$1.1 million. 


Food Safety and Food Quality Science 


Canada is building its comprehensive system to ensure 
the safety and quality of the food supply based on sci- 
ence. This is reflected in the goal of AAFC’s research 
programs to make Canada a world leader in producing, 
processing and distributing safe and reliable food to 
meet the needs and preferences of consumers. 


Canada’s food safety knowledge grew in 2004-2005. 
Specifically contributing to this growth was the publi- 
cation of 59 peer-reviewed research articles, 22 books, 
book chapters, reviews, and 49 technical reports to 
industry. AAFC also convened 11 scientific meetings 
and conferences, and published the proceedings of 
eight of these conferences. AAFC scientists made 

60 conference presentations, and had six patents and 
six invention disclosures. 


Not only can research address the gaps in knowledge 
about food safety and quality, it can also generate 
innovative tools and technology. As a result of efforts 
on this front: 


¢ the Strategic Plan for Food Safety Research was 
developed; 


collaborative networks were established in food- 
borne mycotoxin research, allergen research and 
virology research in Canada; and 


® six patents and invention disclosures, including: 
patents involving infra-red imaging technologies to 
detect cattle prone to give dark cutting meat and a 
patent on the compositions and methods to improve 
storage quality of packaged plants. 


Additional work related to industry development and 
market demand included: 

¢ quality regulations for wine and spirits; 

® animal welfare standards; 


e advice on regulatory issues’ possible impact on 
industry innovation and marketing; and 


information and analysis on consumer perceptions, 
knowledge, attitudes and behaviours through public 
opinion surveys and other means. 


INTERNATIONAL ISSUES 


The agriculture and food sector plays an important 
role in Canada. It employs one in eight Canadians, 
accounts for eight per cent of the GDP, and generates 
$130 billion in sales, including $30.9 billion in agri- 
culture and food exports (including seafood), con- 
tributing close to $5.8 billion to this country’s overall 
trade surplus. For a trading nation such as Canada, 
which relies heavily on the agriculture and food sector 
for its positive trade balance, efficient access to global 
markets is essential. 


AAFC is Canada’s agricultural trade advocate, striving 
to break down trade barriers at home and abroad. 
Working closely with the full range of agriculture and 
agri-food stakeholders and provincial partners, AAFC 
is continuing efforts to establish a more level playing 
field through the ongoing WTO negotiations on agri- 
culture, and is initiating and negotiating new regional 
and bilateral trade agreements. Trade negotiations are 
vital to improving market opportunities for Canadian 
farmers and processors, and ensuring a more stable and 
prosperous agricultural sector. 


The Government of Canada is persisting in efforts 
to level the international playing field through the 
elimination of export subsidies on all products, the 
maximum possible reduction of trade-distorting 
domestic support, and significant improvements in 
market access for all agri-food products. Canada is 
also defending the ability of Canadians to deter- 
mine for themselves how to best market their 
products, including decisions to use such orderly 
marketing systems as supply management and the 
Canadian Wheat Board (CWB). 


The International Issues component of the APF is 
designed to help expand global opportunities for the 
Canadian agriculture and food industry. Activities 
included continuing bilateral and multilateral negotia- 
tions to improve market access conditions and level 
the international playing field. AAFC also developed 
an early-warning system to help Canada recognize and 
react more swiftly to emerging technical trade issues. 


The department made significant progress on plans to 
build on the industry’s reputation in global markets 
through a branding strategy. Toward this goal, AAFC 
completed buyer and consumer research in key mar- 
kets. Working in consultation with industry and 
provincial partners, these research results were used to 
begin to define a brand promise for Canada and 
develop draft creative materials for future promotion 
campaigns in export markets. The department was on 
track to launch the Canada brand promise in 2005. 


The department carries out the above International 
activities under four theme areas: 


1. Gaining Recognition and Building Markets 
2. Improving Market Access 
3. Overcoming Technical Barriers 


4, Enhancing International Development. 


(The first three theme areas are pursued under the 
Security of the Food System strategic outcome, and 
are discussed in the following paragraphs. However, 
some activities under Gaining Recognition and Building 
Markets are carried out under the Innovation for 
Growth strategic outcome and are discussed in that 
section of this report together with Enhancing 
International Development.) 


Gaining Recognition and Building Markets 


Canadian agriculture and food products already enjoy 
a high standing in global markets. However, as compe- 
tition increases, a concerted effort is required so 
Canada can differentiate its products from competitors 
based on its ongoing attention to food safety and qual- 
ity, and environmentally responsible production. 


With this in mind, one of the key activities during the 
past fiscal year was to support Canada’s industry-led 
value chain roundtables and help them to develop 
comprehensive strategies for their sectors. AAFC 
helped establish roundtables for the pork, beef, 
seafood, cereal grains, oilseeds, special crops, and hor- 
ticulture industries. The groups bring together repre- 
sentatives from across the value chain — producers, 
processors, retailers and others — to build joint action 
plans that will leverage the APF, brand Canada and 
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create long-term benefits for all players. These indus- 
try-led fora made considerable progress on their strate- 
gic plans over the past year. Continued success will 
depend on players across the value chain working 
together with governments to strengthen partnerships, 
overcome obstacles and achieve common goals. 


There were other substantial achievements in the area 
of market development. The department helped 
gather input for the federal Smart Regulation initia- 
tive and new food policy development by convening a 
meeting between food industry executives and federal 
deputy ministers. AAFC also collaborated with federal 
and western-provincial government agencies on a 
growth-facilitation strategy for the Canadian func- 
tional food/nutraceutical industry. A strategic plan has 
been developed. Under this plan, the following activi- 
ties will be pursued by using leveraged funds and in- 
kind support: implementation and distribution of the 
Commercialization Technology Roadmap; mainte- 
nance and further development of the Technology 
Infrastructure Database and the Technology Watch 
newsletter; and the facilitation of an industry round- 
table meeting for the development of a long-term 
functional food/nutraceutical strategy. 


In yet another effort toward gaining recognition and 
building markets, the department continued to fund 
individual projects through the Canadian Agriculture 
and Food International (CAFI) J. This program, 
discussed in detail under Innovation and Growth, is the 
main vehicle to help industry improve access to global 
markets for Canadian agriculture and food products. 


Improving Market Access 


Most international trade occurs under the rules of 
agreements under the WTO. Canada is working con- 
structively with a wide range of countries to improve 
the rules governing international trade. To this end, 


in 2004-2005, Canada: 


* continued to participate in and influence the WTO 
agriculture negotiations. Many Canadian ideas and 
positions have been reflected in negotiating texts; 


¢ reached agreement on an agricultural framework on 
July 31, 2004 — a major milestone in the WTO 
negotiations (the Framework on Agriculture identi- 
fies concepts and approaches to guide negotiators in 
the next stage of the negotiations); and 


participated in a number of negotiating sessions fol- 
lowing the adoption of the Agricultural Framework 
with the objective of working towards modalities 
(specific rules and commitments) for the 

December 2005 Hong Kong Ministerial Meeting. 


The WTO is the major forum where international 
trade issues, including multilateral rules governing 
market access and trade-distorting subsidies, are 
negotiated and enforced, but promoting market 
access through regional and bilateral negotiations 
and discussions is equally important. To this end, 
during 2004-2005, Canada: 


e pressed to resolve trade irritants with a view to 
maintaining and securing access to key markets; 


¢ continued with efforts to regain access to world 
markets, particularly the U.S. and Asia, for 
Canadian cattle and meat products; and 


e defended Canadian export interests under various 
actions taken by trade partners (e.g., U.S. wheat 
and swine countervail investigations). 


While developments in ongoing regional and bilateral 
negotiations, including the Free Trade Area of the 
Americas, were hampered by unique obstacles beyond 
our control, Canada remained active within the hemi- 
sphere through exploratory talks regarding a potential 
future Free Trade Agreement with the Caribbean 
Community Countries (CARICOM), and initiating a 
dialogue with the MERCOSUR (Brazil, Argentina, 
Uruguay and Paraguay). In Asia, Canada undertook 
exploratory talks with Korea regarding a potential 
future Free Trade Agreement. 


Advocacy efforts to press for greater trade liberaliza- 
tion form another route to market access. To this 

end, emphasis was placed on developing long-term 
approaches that anticipate and manage upcoming 
irritants. The considerable efforts devoted to advocacy 
in the U.S. were bolstered through the Enhanced 
Representation Initiative. The following examples 
illustrate more of Canada’s advocacy undertakings and 
the resulting achievements: 


¢ on January 4, 2005, the United States Department of 
Agriculture published the BSE Minimal Risk rule; 
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e the Canadian-American Farmer Forum, designed to 
correct misperceptions of Canadian wheat market- 
ing systems, did valuable groundwork for altering 
negative grassroots perceptions of the CWB; 


e a delegation of senior government officials and 
industry representatives successfully reinforced 
Canada’s position on the safety of its beef and the 
importance of re-opening markets. Meetings, both 
formal and informal, were held with key senior 
Asian officials, foreign industry representatives and 
importers of Canadian food products. The group 
accomplished important progress on some issues 
and identified next steps based on the outcome 
of discussions; 


e another delegation met with Japanese industry 
stakeholders and government officials to discuss 
market access issues in December 2004. Significant 
headway was made on increases in Maximum 
Residue Limits — the maximum concentration of 
an agrochemical permitted legally in a foodstuff — 
and new regulatory requirements related to reassess- 
ments in the environmental safety of genetically 
modified crops; and 


® advocacy efforts in the U.S. on COOL have delayed 
implementation of COOL for two years and sustained 
momentum to make COOL legislation voluntary. 


AAFC also managed ongoing trade issues such as BSE, 
avian influenza, wheat disputes, live swine, country-of- 
origin labelling, and bio-terrorism. 


Challenging trade barriers through the dispute settle- 
ment process of the WTO and influencing domestic 
policy in key countries can be an effective way to 
resolve access issues. Through this route, Canada con- 
tested trade barriers such as the U.S. Byrd Amendment 
and the European Union (E.U.) position on products 
of biotechnology. Canada also maintained a vigorous 
defence of the nation’s policies and programs, and con- 
fronted other countries’ policies that adversely affect 
the competitiveness of Canadian agricultural sectors. 


Overcoming Technical Trade Barriers 


More and more, technical barriers are becoming signif- 
icant impediments to market access. These barriers are 
being addressed by: 


¢ influencing the development of international 
technical standards and policies; 


® striving to shape debate in international organiza- 
tions and forming alliances with other countries on 
multilateral approaches to key issues aligned with 
APF priorities; and 


¢ working with partners to implement a stronger 
strategic approach to technical trade-related issues and, 
in some cases, negotiate Market Access Protocols. 


In 2004-2005, AAFC substantially influenced 
Government of Canada positions to international 
technical standards and policies fora in support of the 
Canadian agriculture and food sector’s interests. 


Consultations 


All negotiations and resolution of issues require input 
from stakeholders. The definition of negotiating posi- 
tions involves a balancing act between the objectives 
sought by the agriculture and food sector and parame- 
ters of the agreement to be negotiated. Canada’s com- 
mon vision and consensus on approaches to market 
access is achieved by expanding consultations on agri- 
cultural trade policy to reflect diverse interests of 
stakeholders. For example, the framework on agricul- 
ture required intensive negotiating efforts through 
bilateral and multilateral meetings with various WTO 
members and the Chair of the WTO agriculture nego- 
tiations. AAFC consulted extensively with Canadian 
stakeholders and provinces both in Geneva during the 
framework negotiations, as well as in Canada, via 
call-backs to industry and provincial stakeholders. 
Trade agreement activities were executed through 
extensive consultation efforts with Canadian stake- 
holders and provinces. 
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Conclusion 


In 2004-2005, the Government of Canada worked to 
ensure the long-term viability and prosperity of the 
agriculture and agri-food industry while responding 
decisively to help deal with immediate pressures on 
farm incomes. Major strides were taken to continue to 
put in place the APE 


Through close collaboration with industry and 
provinces, the branding strategy has progressed 
significantly over the past year and has strong stake- 
holder support. It is well positioned to begin roll-out 


in 2005-2006. 
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Health of the Environment 


ENVIRONMENT 


The Government of Canada has made the protec- 
tion of the environment a priority. “Our health and 
the health of our children, the quality of life in our- 
communities and our continued economic prosper- 
ity depend on a healthy environment,” declared the 
Government in the 2002 Speech from the Throne. In 
the February 2004 Throne Speech, the Government 
described safeguarding the environment as “one of 
the great responsibilities of citizens and govern- 
ments in the 21st century.” 


For its part, the Canadian agri-food industry is 
increasingly adopting more environmentally sustain- 
able production practices. However, at the same time, 
expanded operations and more intensive agricultural 
activities have put greater pressure on land, soil, water 
and air resources, and have implications for climate 
and biodiversity as well. With heightened awareness of 
the relationship between the state of the environment 
and personal well-being, Canadians consistently iden- 
tify environmental stewardship, including prudent 
management and protection of the natural resources 
involved in agriculture, as a high priority. 


Governments and industry have responded to growing 
public interest in the health and safety of food and 
water, and rising demands for new products created in 
an environmentally sound manner. Working in part- 
nership with the agriculture sector, governments have 
established agri-environmental targets and indicators 
to track environmental performance in agriculture, 
and ultimately strengthen Canada’s ability to compete. 


AAFC works with provincial and territorial governments, 
and with industry, to encourage environmentally 
responsible production in an effort to minimize the 
sector’s environmental impact and enhance long-term 


prosperity. This, in turn, helps efforts to brand Canada 
as a world leader in environmental stewardship, giving 
this country’s products a competitive advantage in the 
global marketplace. 


The department performs a range of activities under 
the Health of the Environment strategic outcome to 
maintain and build on Canada’s leadership position 
in using environmental resources in a way that 
ensures their quality and availability both now and 
in the future. Developed under the Environment pil- 
lar of the APF and implemented in partnership with 
the provinces, territories and industry, the activities 
for achieving this outcome strive for progress in 
sustaining and enhancing soil, water and air qual- 
ity, while conserving biodiversity. 


Among other measures, the APF is providing 
Canadian farmers with incentives to adopt sound 
management practices that reduce environmental 
risks. Not only will the quality of water, air and soil 
benefit from this approach, but biodiversity and 
wildlife habitat will be enhanced as well. 


AAFC's environment activities fall under three 
broad, intersecting categories: 


¢ Policy Development and Integration - to strengthen 
decision-making capacity of the agriculture and 


agri-food industry 


¢ Knowledge and Information - to support on-farm 
action and build tools to support land-manage- 
ment decisions 


¢ On-Farm Results - to support farmers in addressing 
environmental challenges by developing and 
implementing on-farm environmental plans and 
to undertake strategic studies and development 
of secure water supplies. 
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Policy Development and Integration 


To make informed debate and decision-making on 
current and future agri-environmental policy possible, 
AAFC undertook various activities. These included: 
assessments of policy and program gaps and economic 
and regulatory systems, the analysis and development 
of alternative policy instruments, the examination of 
linkages between environment and other policy files, 
as well as economic valuations. Further activities 
included identifying emerging issues and contributing 
to departmental strategic planning (e.g. providing 
policy advice and recommendations via briefing 
notes, memos, and policy input into departmental 
communications). 


Policy development related to biodiversity, climate 
change, Government of Canada environmental 
obligations (which includes SEA and sustainable 
development), substances and water, moved forward. 
However, funding pressures delayed policy development 
for some commitments, such as on-farm environmental 
certification and international issues. 


To close the knowledge and information gap impeding 
policy development and sound land use decisions, 

the department led efforts to improve existing AEls, 
generate a comprehensive set of new ones, and 
develop supporting technologies. Paramount among 
program activities in this area is the National 


Agri-environmental Health Analysis and Reporting 
Program (NAHARP) Ed. 


NAHARP?’s purpose is to strengthen the departmental 
capacity to develop and continuously enhance science- 
based environmental indicators. These indicators will 
help communicate progress and measure performance 
in achieving priority national environmental objec- 
tives related to environmental issues relevant to agri- 
culture. AIEs developed under NAHARP are also 
being linked to economic models used in AAFC, in 
order to enable the environmental analysis of agricul- 
tural policies and programs options. 


A first set of AEIs results was published in 2000. 
Activities in 2004-2005 involved updating 13 of 14 
existing indicators, and improving their methodology. 
Progress was also made on six of 12 new indicators 
slated for development to address identified informa- 


tion gaps. Significant headway was made on the pro- 
duction of the second AEIs report, planned for release 
in 2005-2006. This report will mark an intermediate 
point in realizing the objective of a comprehensive set 
of AEIs by 2010. It will include results for performance 
indicators related to soil, water and air quality, and 
biodiversity, as well as indicate what additional 
indicators are in development. 


Overall, most commitments under Policy Development 
and Integration were met or showed progress during 
the year. 


Knowledge and Information 


One of the challenges in pursuing environmental goals 
is the lack of detailed understanding of the environ- 
ment and its dynamics, even though the impacts and 
consequences of actions or inactions can often tran- 
scend geo-political boundaries. Achieving better 
understanding of the environment and possible 
remedial actions requires: 


® continuously monitoring the state of the environ- 
ment and activities having an impact on it; 


e collaborating on the development, maintenance, 
sharing and use of land, water and climatic informa- 
tion, and data bases and products; 


e developing and establishing basic, common stan- 
dards to integrate into management systems and 
practices used by industry. This promotes environ- 
mental practices that reduce agricultural risks and 
provides benefits to the health and supply of water, 
the health of soils, the health of air and the 


atmosphere; and 


¢ studying the relationship between biodiversity 
and agriculture. 


With this in mind, AAFC collaborated on 65 research 
projects to increase knowledge of the interaction 
between agriculture and the environment and to 
develop new technologies to reduce agriculture’s 
impact on soil, water, air, and biodiversity. The 
research was conducted through the Matching 
Investment Initiative, a mechanism that promotes 
research partnerships with producer groups and the 
private sector. 


The National Land and Water Information Service 
(NLWIS) is an Internet-based service being devel- 
oped collaboratively with the sector, provinces and 
territories that will give producers the information, 
tools and expertise they need to make environmen- 
tally responsible land-use decisions. The service aims 
to provide land, soil, water, climatic and biodiversity 
resource information to local and regional land-use 
planners and managers. This information will, in turn, 
result in better land use and protection of surface and 
groundwater supplies from the adverse impacts of 
industrial and agricultural operations. The service will 
also produce data in support of AAFC activities deal- 
ing with climate variability and change. 


As the first Major Crown Project for AAFC, the 
NLWIS received effective project approval from 
Treasury Board in May 2005. The project definition 
phase, begun two years earlier, produced a detailed 
description of the scope, schedule and cost of the proj- 
ect, on which the successful request to Treasury Board 
was based. The service is scheduled to be introduced 
through a phased approach over four years, with each 
phase bringing increased levels of service and benefits 
to producers. There will be several releases of data and 
applications as new tools and features come on-line 
prior to full service delivery in 2009. 


The first of four project implementation phases is 
under way. During phase one, the NLWIS will initiate 
the integration of dispersed Geographic Information 
System (GIS) capabilities within AAFC. This will 
result in a recognized point-of-entry to access data and 
applications with links to existing geospatial informa- 
tion and will include partners’ data where agreements 
are in place. Preparatory work on the other phases is 
occurring concurrently. 


Phase two was initiated in July 2005. During phase 
two, the Service will build the infrastructure, proce- 
dures and processes for the AAFC GIS enterprise sys- 
tem and establish the mechanism required for proper 
management of geospatial information in accordance 
with national standards and policies. 


An additional 13 on-farm projects were also carried 
out under the Environmental Technology Assessment 
for Agriculture (ETAA) Program &. These projects 
assessed and provided information concerning the 
impact of state-of-the-art technologies on the quality 
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of soil, water, air, and biodiversity. The intent was to 
minimize contamination of the resource base, promote 
more efficient energy consumption and increase 
renewable energy use. 


Achievements in activities under the ETAA program 


during 2004-2005 included: 


® signing seven contribution agreements with industry 
and farmer organizations for evaluating the environ- 
mental and economic performance of innovative 
technologies for animal feeding, manure and waste 
treatment, crop nutrients, pest management and 
renewable energy; 


e establishing seven on-farm projects in different 
regions to evaluate innovative technologies; 


e establishing five pilot plants for anaerobic digestion 
and gasification of manures and biomass; and 


¢ selecting and approving six additional on-farm 
projects for funding. 


Pesticide use is another area of focus for improving 
knowledge and information. To this end, the Pesticide 
Risk Reduction (PRR) program developed and 
published crop profiles which identify best pest control 
technologies available and current gaps in pest man- 
agement tools. This information was used in the 
development of commodity-specific PRR strategies 
which prioritize risk and set out needed tools and 
research/demonstration activities. The PRR and the 
Minor Use Research programs funded research and 
other projects to support implementation of strategies, 
the long-term goal in all cases being reduced environ- 
mental impact from agriculture. A crop protection sur- 
vey developed by the PRR program in collaboration 
with NAHARP and Statistics Canada will track 
progress in reducing risks from the use of pesticide in 
agriculture over time. 


Research projects funded through the Minor Use 
Research program support the introduction of minor 
use pesticides (MUP) that pose a reduced risk to the 
environment. These projects give information on inte- 
gration of reduced risk MUP within existing integrated 
pest management systems, and examine non-target 
impacts of new MUP. The projects will ultimately 
provide more reduced risk solutions for consideration 
in the MUP program and will reduce the impact of 
MUP on the environment. 
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The MUP program is designed to assist producers in 
gaining access to newer, safer pest management prod- 
ucts. Working with producers, the provinces and pesti- 
cide companies, AAFC facilitates a process where pest 
problems are prioritized with potential solutions and 
then carries out the necessary field work to generate 
data to make submissions to the Health Canada’s Pest 
Management Regulatory Agency (PMRA). 


Specific accomplishments in the 2004-2005 fiscal year 
included: 


¢ completion and publication of 19 crop profiles 
detailing production practices with emphasis on 
crop protection; 


¢ development of six PRR strategies and support 
for 22 research and other projects to implement 
strategies; 


® on-going support for 12 Minor Use Research projects; 


400 minor use field trials; and 


16 minor use submissions to the PMRA. 


On-Farm Results 


On-Farm Results initiatives help farmers to address 
environmental challenges through on-farm environ- 
mental planning and implementation of BMP. Support 
includes funding to encourage producers to manage 
their operations in a more environmentally sustainable 
manner and technical expertise to implement 
risk-reduction action plans. 


On-farm results initiatives are important in large part 
because of ongoing concerns about the negative 
impacts and risks to the environment from agriculture. 
This is being mitigated by maintaining or improving 
soil, water, air, and biodiversity quality. Appropriate 
land use and land management practices must be 
adopted to ensure the land remains capable of produc- 
ing food for Canadians. AAFC is supporting on-farm 
results through new knowledge development, making 
information and technical assistance available to 
producers, and through incentive programs. 


Provincial scans will provide a decision tool which 
will be used to help guide efforts and focus delivery of 
Environmental Farm Plans (EFPs) and associated 
activities made available through the environment 


pillar of the APE This will be accomplished from the 
preliminary examination of key agri-environmental 
factors, with the following objectives: 


© to identify the highest priority agri-environmental 
risks and benefits to soil, water, air, and biodiversity 
including type, extent, severity and general loca- 
tion; 


© to assist in developing consensus on the agri- 
environmental risks with provincial, industry, and 
non-government partners; 


® to encourage coordination among partner 
agencies; and 


@ to identify practices that address the priority agri- 
environmental risks which should receive priority 
funding from the APF environmental incentive pro- 
grams, for example: National Agri-Environmental 
Stewardship Program and Greencover, among others. 


The first wave of environmental scanning covering 
91.5 per cent of the agricultural land was completed. 
The information contained in the scans will aid in 
assessing both the environmental risks and strengths of 
an area, which will assist in environmental planning 
and programming. 


EFP was a major on-farm initiative carried out in 
2004-2005. This program improves the producers’ abil- 
ity to identify actual and potential environmental risks 
associated with agricultural operations. EFPs help 
make land owners aware of environmental risks and 
establish clear priorities for dealing with them. They 
also serve to help target resources, such as financial 
assistance and technical knowledge and skills, to assist 
farmers in implementing their action plans. In doing 
so, EFPs strengthen the producers’ capacity to make 
business decisions that are financially sound and 
environmentally responsible. 


Once plans are reviewed and approved, they are eligi- 
ble for financial and technical assistance from the 
Government of Canada’s National Farm Stewardship 
Program (NFSP) to help implement specific 
beneficial management practices (BMPs) to lower 
environmental risks. 


Contribution agreements for the EFP and NFSP pro- 
grams were signed for all provinces except for the 
NFSP agreement with Prince Edward Island which is 
still outstanding. With funding under the APF, pro- 
ducers across the country continued to participate in 
workshops as 11,462 producers attended resulting in 
8,041 completed EFP/EAFPs this year. A total of 
$14,994,806 was spent across the country to support 
development of EFPs, while $5,336,113 of support 
was provided to implement BMPs under the NFSP. 
The NFSP funding contributed to incentives for the 
adoption of BMPs by 1,000 producers. 


Greencover Canada is another On-Farm Results 
priority initiative implemented in 2004-2005. The 
program maximizes environmental benefits to 
Canadians by protecting land from wind and water 
erosion and improving grassland management. It also 
improves water quality, enhances biodiversity, and 
increasing carbon sequestration, an important factor in 
reducing greenhouse gases (GHG). Greencover 
Canada is expanding the area covered by perennial 
forages and trees, promoting sustainable land use, and 
fostering more sustainable farming systems by provid- 
ing technical and financial assistance. The program, 
which generally seeks to strengthen the management 
of agricultural land, has four elements: 


1. conversion — to encourage farmers to take environ- 
mentally sensitive land out of crop production and 
switch to perennial vegetation 


2. technical assistance — to improve land management 


3. critical areas — to protect water quality by enhanc- 
ing riparian (riverbank) areas and critical wildlife 
habitat 


4. shelterbelt — to integrate shelterbelts into the 
agricultural landscape. 
Achievements during 2004-2005 include: 


® an additional 51,161 hectares were enrolled in the 
Land Conversion program, bringing the program 


total to 323,000 hectares; and 


the technical assistance program provided funding 
to 60 projects which developed information prod- 
ucts for Canadian producers. Approved projects 
were undertaken in Saskatchewan, Alberta and 
Manitoba, as well, a number of regional projects 
were initiated. Subject areas included: grazing 


management, forage production, brush and 
invasive plant control, and riparian management, 
among others. 


The Prairie Shelterbelt Program shipped a total of 
4,747,715 seedlings to 8,110 applicants. These figures 
translate to 4,218 km of farmyard shelterbelts (the 
equivalent of 1,331 farmyards protected), 238 km of 
riparian shelterbelts, 849 km of field shelterbelts that 
will protect 19,866 hectares of soils and crops (net 
present value (NPV) of the crop benefit of these field 
belts is $1.31 million; the soil erosion benefit is 

$17.9 million), and the creation and enhancement 
of 166 hectares of wildlife habitat. Moreover, trees 
planted in 2004 can sequester 1,791,590 tonnes of 
carbon dioxide by 2054. 


Drought conditions struck many parts of Canada last 
year, with severe consequences to agriculture. The 
drought was particularly devastating to the Prairies, 
leading to below-average crop yields in affected areas 
and the selling-off of breeding stock by many livestock 
producers. The Drought Watch web site was continu- 
ally updated to provide the status of conditions to the 
agriculture industry, and access to pertinent manage- 
ment information to cope with drought conditions. 


The four-year, $60-million National Water Supply 
Expansion Program (NWSEP) is providing federal 
assistance to the agriculture industry to help develop 
and conserve water sources. It also encourages produc- 
ers and agricultural groups to use sustainable practices 
in drought-affected areas of Canada. Through the pro- 
gram, AAFC provides financial assistance to address 
national water supply issues considered a priority for 
the agricultural industry. As climate change continues, 
long-term solutions fostered by NWSEP will lead to 
greater sectoral resilience by increasing access to good 
quality water; creating more opportunities for a diver- 
sified and profitable agriculture sector; and encouraging 
plans for future investment. 


NWSEP assistance is delivered under three 
categories of projects: on-farm water projects, 
multi-user water supplies and strategic initiatives. 
Using this approach, the program provides techni- 
cal and financial assistance to individual farmers 
and their organizations, agricultural and conserva- 
tion groups, rural communities and municipalities, 
agri-businesses and rural enterprises, educational 
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institutions, and provincial/territorial governments, 
agencies and crown corporations to help plan 

and develop agricultural water projects in each 
category. A total of 904 projects (804 on-farm, 

50 multi-use, and 50 strategic) aimed at providing 
secure water supplies have been completed. 


To date, contribution agreements have been signed 
with six provinces (Alberta, British Columbia, 
Manitoba, Nova Scotia, Prince Edward Island, and 
Saskatchewan). These agreements will help the agri- 
culture and agri-food industry to create and enhance 
sustainable water supplies through developed and 
expanded infrastructure. They will also facilitate proj- 
ect planning, feasibility and environmental studies for 
irrigation, and increase knowledge of groundwater 
sources. Negotiations of contribution agreements with 
the remaining provinces are nearing completion. 


AAFC has a long history of providing new knowledge 
and technical support to producers. This tradition 
continued in 2004-2005. Technical information was 
provided to producers through publications, research 
reports, workshops, field days, and individual consulta- 
tion. This information aided the accelerated adoption 
of BMPs and assisted in ensuring they were imple- 
mented properly. This support to producers is available 
whether they are involved in incentive programs or 
not. The knowledge around BMPs continues to 
evolve, and the development and testing of new BMPs 
through research or field trials in agriculture environ- 
ment fields was widespread. 


Conclusion 


Environmental stewardship is a priority for Canadians, 
and increasingly valued by global markets. Producers, 
industry stakeholders, governments, and Canadians 
understand that environmental stewardship not only 
benefits society as a whole, but also contributes to a 
strong economy. 


In an integrated way, the environment, social and 
economic pillars of sustainable development work 
together to make Canada a world leader in agricul- 
ture production and enhance the high quality of life 
enjoyed in Canada today. 


To this end, a variety of activities were carried out in 
2004-2005 under three intersecting categories: policy 
development, knowledge and technical support to pro- 
ducers, and on-farm environmental stewardship. The 
activities made significant contribution towards accel- 
erating progress in the four priority areas of soil, water, 
air, and biodiversity. 


Innovation for Growth 


INNOVATION 


Agricultural research historically has played an 
important role in boosting productivity and increas- 
ing profits with such breakthroughs as higher- 
yielding crop varieties and new farming systems. 
Indeed, just a century ago, a Canadian farm grew 
enough food to feed 12 people annually. Today, 
with larger farms and productivity gains, a farm 
produces enough to feed 135 people every year. 
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Perhaps more than ever before, scientific innovation 
holds the key not only to transforming agriculture 
markedly, but to forging opportunities for producers 
and rural communities, and new products for con- 
sumers. Advances in the biological sciences, informat- 
ics and process engineering can become the 
foundation for producing a wide range of industrial, 
pharmaceutical and nutritional products from crops 
and other renewable plant resources and from live- 
stock and lead the way to a new and expanding bio- 
economy. Nutraceuticals, flavours and fragrances, 
essential amino acids, vitamins, bio-plastics, renewable 
fuels, and plant-based industrial products are examples 
of how agricultural commodities are being used in new 
and exciting ways. 


By seizing these opportunities, producers should see 
improved bottom lines and all Canadians will benefit 
from the increased use of renewable resources, 
enhanced environmental practices and stronger food 
safety and quality systems. 


New Action Plan for Investment 


In 2004, a four-year program to realign and increase 
investment in science and innovation was developed. 
The plan will help promote initiatives with the 
potential to create new, high-income opportunities for 
farmers and new industries in rural communities. 


Beginning in 2003 and continuing into 2004-2005, 
the Science and Innovation program created and 
funded some large and promising initiatives that have 
the potential to significantly influence long-term 
structural changes in Canadian agriculture. These 
changes will be accomplished by shifting the focus 
from low-income, commodity-driven opportunities to 
high-income, innovative product and process opportu- 
nities. These initiatives will accelerate the adoption 
of emerging technologies targeted at creating new 
bio-products and bio-processes. Examples include 

Soy 20/20, BioProducts Canada, Ottawa Life Sciences 


Council BioPharmaceutical Centre and BioEnterprise. 


The program was created to pursue other long-term 
initiatives in the coming year with strong prospects 
for success. The challenge facing the department 

is to follow through on these initiatives beyond the 
four-year time frame of the program. 


Knowledge-based Systems 


AAFC’s Innovation priority is supporting efforts to 
create an agriculture and agri-food sector that is ready, 
not only to address demands and pressures, but to plan 
for the future with confidence. In this regard, one of 
the vital fields of research at AAFC, deals with the 


development of knowledge-based systems. 
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Although Canadian farmers are renowned for their 
resilience, the agriculture and agri-food industry 
remains vulnerable to risks from drought, hail, insects, 
and diseases such as fusarium head blight (FHB) and 
BSE. Changing consumer preferences pose an addi- 
tional challenge. At the same time, contributions to 
economic stability and environmental benefits must be 
considered when creating new and profitable business 
opportunities for the sector. Taking these issues into 
account, AAFC has focussed its science efforts to 
explore the complex interactions that occur in crop 
and livestock systems. These systems will form a base 
of knowledge to evaluate opportunities and impacts of 
new science over the next 20 years. Application of 
this new knowledge is crucial to ensuring a vibrant 
agriculture industry for the long run. 


Reducing Risks to Crops 


A good example of how research can pay off can be 
found in the pulse sector. AAFC research has enabled 
the Canadian pulse crop sector to expand into the 
billion-dollar industry it is today. This growth was 
achieved through integrated crop management strate- 
gies, such as granular inoculant technology, disease 
management systems, and seeding technology that 
reduced susceptibility to the risks inherent in pulse 
production, while lowering input costs. 


The risks associated with growing other crops have also 
been diminished using AAFC knowledge-based systems. 
Canola yields have been increased by 41 per cent using 
a management system that combines hybrid technology, 
higher seeding rates and early weed removal. Successful 
adoption of this system in Alberta was a major factor 
in record-high canola yields in 2004. 


Diversification 


One of the keys to future prosperity in the industry is 
diversification. For their part, AAFC researchers con- 
tinued in 2004-2005 to work diligently to diversify 
crop production even further. Crops such as oriental 
vegetables, wasabi, elderberry, and sea buckthorn have 
been evaluated by AAFC as new, high-value cropping 
options for Canadian farmers. In addition, production 
methods have been developed for ground cherries. 
The yellow ground cherry, which is used mainly in 
jams, as dessert decorations and for regional specialties 
such as aperitifs and liqueurs, is of particular interest 
to new cuisine chefs. AAFC scientists are also evaluat- 


ing the production and use of new foods, such as the 
vegetable soybean or edamame, that reflect this coun- 
try’s cultural diversity. The versatile beans can be 
eaten as a vegetable, added to soups and stir-fry dishes, 
prepared as a snack food or even as sweets. 


At the same time, improvements to cultivars, which 
are varieties resulting from selective breeding, are pay- 
ing important dividends. Resistance to raspberry root 
rot, derived from Rubus strigosus, has been successfully 
incorporated into the raspberry cultivar called Cowichan 
and will keep Canadian growers competitive. 


Grains Research 


AAFC is constantly looking to create new products 
and roles for crops. This research focus continued dur- 
ing 2004-2005. Although barley has traditionally been 
thought of as a livestock feed, AAFC barley breeders 
have developed the first milling grade barley in North 
America. HB 109 is a two-row, hulless, food barley that 
was expected to be registered in 2005. Commercial 
pilot milling and pasta production trials are under way. 
HB 109 provides health benefits, such as dietary fibre, 
vitamins and anti-oxidants, that are not found in tra- 
ditional wheat-based pasta products. 


With respect to wheat, this crop has of course always 
been a major contributor to the Canadian economy 
through exports, manufactured wheat products and as 
a feed. Thirteen spring wheat varieties developed by 
AAFC researchers currently occupy 69 per cent of the 
spring wheat seeded acreage in western Canada. Two 
AAFC varieties, AC Barrie and Supurb, make up over 
40 per cent of the acreage sown. Yield and quality 
characteristics of these varieties are estimated to return 
in excess of $100 million per year to farmers in western 
Canada. Moreover, the risk of losing a crop to early 
frost has been lowered by the development of early- 
maturing and high-yielding cultivars, such as the west- 
ern red spring wheats Infinity, Peace and Burnside. 


In addition, AAFC scientists are registering varieties 
used to make pasta that meet the needs of consumers. 
Durum wheat developed by AAFC occupies over 

95 per cent of the seeded pasta-wheat acreage in 
Canada. The newest AAFC durum variety is 
Commander, which has very strong gluten properties 
and high grain yield. 


New Traits 


Crop production risks are further reduced by incorpo- 
rating new genetic characteristics or traits into vari- 
eties. AAFC scientists have developed an understanding 
of the genetics of pest resistance and agronomic traits 
that will facilitate development of DNA marker-assisted 
selection for these characteristics in crops which will 
speed up traditional breeding of new crop varieties. 
The disease FHB remains a major threat to the 
incomes of cereal producers in both eastern and west- 
ern Canada. AAFC researchers are seeking approaches 
that will produce cereals resistant to the disease. 


Canada red spring wheat lines Slater and CRGB-O-623.4, 
combining significantly improved resistance to FHB 
and agronomic performance, were registered for use in 
eastern Canada. Three new two-row barley malting 
varieties and four new hulless barley varieties have 
demonstrated levels of FHB and the fungus-generated 
mycotoxin at about half of the respective checks for 
each barley class. This represents significant progress 
and brings malting barley closer to having acceptably 
low levels for commercial use. Such cultivar improve- 
ments help to ensure the security of the food system. 


Livestock Research 


Minimizing the risk of exposure of Canada’s livestock 
herds and poultry flocks to disease without restricting 
trade is another essential element of food security. 
Contributing toward meeting this objective was one of 
the focus research areas in 2004-2005. Risk factors for 
the potential transmission of the disease bluetongue 
from imported U.S. feeder cattle were studied by 
AAFC scientists. Before the research, feeder cattle 
could only be imported from 11 states in the U.S. and 
then only during the winter months. CFIA used 
AAFC’s results to support a change of import legisla- 
tion to allow all-year-round importation of feeder 
cattle from 35 U.S. states. 


Ensuring that livestock producers have innovative 
new tools at their disposal is one of the roles depart- 
mental researchers play in sustainable livestock pro- 
duction systems. Thanks to research, the bloat-reducing 
product Alphasure, which is added to the drinking 
water of cattle, made it to the marketplace in Canada. 
Cattle can now graze high-yielding alfalfa pastures 
without risk of bloat. Over 500, or 10 per cent, of cat- 
tle producers have currently adopted this technology. 


Fine tuning swine diets can yield benefits to the pro- 
ducer’s pocketbook and the natural environment. 
AAFC researchers have been determining specific 
feeding requirements for pigs that optimize perform- 
ance while decreasing excretion of unwanted by-prod- 
ucts. By optimizing the nutrient density, not only are 
feed costs significantly reduced, but so too are excre- 
tion levels of nitrogen and phosphorous by pigs. Blend 
feeding is a promising new technique that simplifies 
the complex phase-feeding programs now used widely 
in the swine industry. 


On-farm food safety measures are fundamental to 
safeguarding Canada’s food supply. AAFC scientists 
continued research in 2004-2005 toward improving 
feedlot management systems to reduce the potential for 
the spread of the food-borne disease E. coli O157:H7 
among animals in feedlot pens. AAFC scientists found 
that pre-conditioning cattle and reducing transport- 
related stress prior to arrival at feedlots lowered the 
shedding of E. coli into the environment. Cattle that 
were transported the greatest distances and were not 
adapted to the feedlot environment shed the highest 
levels of E. coli O157:H7. 


New meat and milk products are entering the market- 
place continually. Not only do these products have 
higher levels of health-promoting nutrients, they 
might be more profitable for producers as well. AAFC 
scientists have made great strides in improving conju- 
gated linoleic acid (CLA) levels in beef. CLA is an 
essential amino acid that the human body is unable to 
manufacture on its own. Among several benefits, CLA 
is known to help reduce cholesterol levels. Feeding a 
sunflower seed and barley diet increased CLA content 
of beef by 94 per cent, while the content of vaccenic 
acid, which is a precursor to CLA rose by 394 per cent. 
This precursor can be converted to CLA in humans. 


Bio-products and Bio-processes 


Building on Canada’s traditional strengths in plant 
breeding and plant biology provides another opportu- 
nity to advance this country’s global standing in agri- 
cultural production. To open up new possibilities for 
the sector in the future, the department began to put 
increasing emphasis on research aimed at innovative 
and alternative uses for agricultural and agri-food 
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products. It focussed its research efforts on two areas: 
Genomics and Proteomics and Nutraceuticals and 
Functional Foods. 


Genomics and Proteomics 


Genomics is the study of all the genes in the living 
organism, while proteomics deals with the structure, 
function and interrelationships of proteins. In 2004, 
AAFC expanded its proteomic capacity by hiring 
additional scientists. The department also began 
developing a three-year plan in support of a Potato 
Genomics Initiative that will create a multi-discipli- 
nary potato genomics team with expertise not only in 
potato production, but in environmental health and 
food safety and quality as well. 


In a collaborative research agreement signed by 
AAFC and the University of Alberta and the 
Province of Alberta in 2004, scientific expertise was 
expanded in the area of bovine genomics to develop 
a critical mass of expertise. 


Nutraceuticals and Functional Foods 


Another new collaborative research agreement, this 
one involving the health aspects of food components, 
was negotiated in 2004-2005 by AAFC, the St. Boniface 
General Hospital and the University of Manitoba. 
This groundbreaking agreement, which was announced 
in May 2005, will see AAFC researchers working side 
by side with medical researchers to explore claims 
made about the health benefits of various foods. 
AAFC is investing $17 million in the new research 
program, which is called the National Centre for 
Agri-Food Research in Medicine, over five years. 

Six departmental scientists and 12 support staff will 
eventually be working on site. This integrated team 

of researchers will focus on crops grown in western 
Canada with the ultimate goal of developing commer- 
cially viable nutraceutical and functional food prod- 
ucts as well as technologies that will benefit both the 
agri-food sector and the health of Canadians. 


Toward yet another new collaborative research agree- 
ment, the department, the University of Prince 
Edward Island and the National Research Council 
discussed partnering on joint research activities. As a 
result of these discussions, the department plans to 
contribute funds for laboratories in the Institute for 


Nutrisciences and Health that will house 16 AAFC 
employees. The groundwork was put in place to use 
the strengths of these collaborating organizations in a 
unique model to help ensure that bioactive com- 
pounds in agricultural commodities in Atlantic Canada 
are discovered, tested, modified, and produced in an 
environmentally and economically sustainable fashion. 


Advancing Canadian Agriculture and Agri-Food 


Program 


The ACAAF program is a five-year, $240-million 
program aimed at positioning Canada’s agriculture 
and agri-food sector to seize new opportunities. 
Launched in April 2004 as a successor to the 
Canadian Adaptation and Rural Development Fund, 
the program continues its innovative and co-opera- 
tive approach to funding projects at the national, 
multi-regional and regional levels. Under ACAAF, 
projects are delivered using an innovative industry- 
led approach both nationaily and regionally. 


In 2004-2005, ACAAF had two separate calls for pro- 
posals, resulting in 129 applications. Under the first 
call, 40 projects were approved for a total commitment 
of $12 million. The second call saw the approval of 

24 projects for a commitment of $6.5 million. 


ACAAF regional industry councils received 

$27.3 million in grants as their annual allocation. In 
addition, councils approved 11 collective outcome 
projects for a commitment of $4.2 million. 


Looking to the Future 


For the Government of Canada science, research 
and technology transfer means helping producers 
and processors respond to changing consumer 
preferences, demands and expectations. Reviewing 
science priorities is integral to meeting these 
objectives. 


Accordingly, the department has developed an 
approach to launch the next phase of its science 
strategy. The approach will include a comprehensive 
consultation with communities, stakeholders, indus- 
try representatives, provincial and territorial gov- 
ernments, universities and research institutes to 
identify key priorities and to suggest strategies to 
maximize our current investments. 
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The review will be based on five core principles: 


1. the department’s national investment in science 
will be maintained at its current level or better; 


2. research and development activities will be gener- 
ally maintained in all provinces at current levels; 


3. science undertaken will meet the needs of industry, 
and take into account regional variances; 


4. departmental initiatives will be integrated with the 
research and development planning and delivery 
done by government partners, universities and 
industry in Canada and abroad; and 


5. departmental initiatives will work to ensure synergy 
among researchers and to create state-of-the-art 
facilities. 


RENEWAL 


While it is clear that the industry’s future success 
hinges on continuing to develop and market new 
products, at the same time the advances in science 
and technology demand new skills and knowledge on 
the part of farmers. In fact, farm operations are becom- 
ing larger and more complex, and producers must con- 
tinually adapt to stay on top. Government efforts are 
assisting producers in developing and gaining access to 
the skills and knowledge they need to be successful in 
the knowledge-based 215* century economy. 


More specifically, Renewal programming under the 
APF encourages producers to pursue strategic plan- 
ning and management activities, acquire knowl- 
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edge, and develop new skills on an ongoing basi 
This includes a variety of initiatives to help all pro 
ducers — both new and established — assess the 
situations and options, and obtain needed skills 
resources. The intent is to increase the number of 
producers who have access to advisory services and 
participate in learning opportunities. Producers will 
also get assistance to develop business and succes- 
sion plans, and to capture opportunities to increase 


the profitability of their farms. 
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Advisory Services 


For farmers, sound advice about how to increase prof- 
itability through new business opportunities and value- 
added activities can really work to their advantage. 
Expert advice can also help producers make informed 
choices regarding alternative or supplementary sources 
of income. Advisory Services are delivered through 
two Renewal programs: Canadian Farm Business 
Advisory Services (CFBAS) and Planning and 
Assessment for Value-Added Enterprise (PAVE). 


CFBAS gives eligible producers access to consult- 
ants who can assess their financial situations, help 
them set goals, and develop plans to meet those goals. 
The result of the process is improved farm manage- 
ment. The service has two components: the Farm 
Business Assessment (FBA), which provides farm 
financial assessments and action plans; and Specialized 
Business Planning Service (SBPS), which assist in 
developing business plans in areas such as succession, 
accrual accounting, expansion, and diversification. 


PAVE is intended for producers who are consider- 
ing expanding or establishing a value-added enterprise. 
It provides assistance to hire a business planning 
professional to develop feasibility assessments and 
comprehensive business plans. 


In March 2004, the SBPS component of CFBAS and 
PAVE were launched in most provinces (FBA was 
launched in 2003). By the end of 2004-2005, all three 
services were available across Canada and more 

than 2,000 producers had applied to participate in 
the programs. 


Renewal has also created some useful tools that enable 
farmers to make better informed decisions about their 
business operations. A good example is Benchmark 
for Success {&. This electronic financial tool allows 
producers to compare the financial performance of 
their farm with similar ones. It is available online and 
in CD-ROM format. Benchmark for Success 
continued to be available in 2004-2005, with about 
8,000 CD-ROMs distributed upon request. 
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Farm Debt Mediation Service 


Sometimes, farmers’ financial situations are such that 
they need assistance of a different nature. Farm Debt 
Mediation Service (FDMS) is a legislated program 
that provides insolvent farmers and their creditors 
with mediation services to help them arrive at a mutu- 
ally satisfactory arrangement. The service is a private, 
confidential and economical alternative to the process 
of resolving insolvency disputes in the courts. 


EDMS has operated since April 1, 1998. As of 

March 31, 2005, 4,486 applications from farmers, 

558 of them in 2004-2005, had been received. 

As for client satisfaction, more than 90 per cent of 
128 randomly selected farmers and creditors surveyed 
last year indicated the services overall were either very 
satisfactory or satisfactory. 


Skills Development 


Another priority area under Renewal is Skills 
Development. Initiatives in this area help producers 
become more competitive and profitable by assessing 
skills and getting training in business management, 
accounting, finance and human resource management. 


Canadian Agriculture Skills Services (CASS) & pro- 
vides financial assistance to farmers and their spouses 
to get a skills assessment and to access training for new 
opportunities, both on and off the farm. CASS is tar- 
geted to producers and their spouses with net family 
income of $45,000 or less. 


CASS program details were finalized in 2004-2005, 
and the program was first launched in Prince Edward 
Island in February 2005. CASS is a federal-provincial 
program that will be administered by different delivery 
agents such as provincial governments, third-party 
delivery agents and Human Resources and Skills 
Development Canada. It is expected that the program 


will be available in all provinces and territories in 
2005-2006. 


The Canadian Farm Business Management Council 
is devoted to developing and distributing advanced 
farm management information. The council will 
receive $12.5 million over five years. In 2004-2005, its 
achievements included: 


¢ publishing innovative farm business management 
and information tools, as well as planning tools such 
as farm management and succession planning arti- 
cles, and beginning farmer information; 


© organizing the Agricultural Excellence Conference 
to provide information to producers; and 


e developing and launching of a virtual learning cen- 
tre through a farm courses database, AgriSuccess 
seminars and a scholarship database. The list of 
institutions and courses are available at the following 
website: http://farmcentre.com/english/learning 
centre.htm. This site is one of the organization’s 
most popular downloads with approximately 
12,000 hits (number of times these pages were 
accessed) per month. 


The 4-H program contributes to Renewal objectives 
by developing a strong base of skills and knowledge for 
rural youth, many of whom are counted upon to 
become the next generation of farmers. The program 
is receiving $2.4 million for four years. In 2004-2005, 
4-H achievements included: 


e four national conferences — more than 175 4-H 
members attended four national conferences on 
careers, citizenship and voluntarism. More than 
90 per cent of participants stated conference 
objectives were achieved; 


e the Renewal Opportunities Program — eight projects 
were funded under this program in British Columbia, 
Alberta, Saskatchewan, Manitoba, Ontario and 
Nova Scotia with objectives successfully achieved; 


¢ the National Resource Network — more than 
30,000 4-H members and 9,000 4-H leaders have 
taken advantage of this network as well as the shared 
project and leadership development resources; 


¢ provincial-specific projects were successful in 
achieving their goals and objectives; and 


¢ the development of a strategic plan was finalized 
and accepted by the Canadian 4-H Council’s board 
of directors. 


INTERNATIONAL ISSUES 


Canada depends on trade, and the agriculture and 
food sector accounts for a substantial portion of our 
export activities. This country exports close to 

$31 billion worth of agricultural, food and seafood 
products every year to more than 180 countries. 

The Government of Canada is committed to increas- 
ing that market share by branding Canada as a 
world leader in supplying safe, high-quality and 
innovative products produced in an environmentally 
responsible manner. Making Canadian agricultural 
products synonymous with excellence around the 
world will not only increase marketing opportunities 
for producers, but will contribute to their short- and 
long-term profitability. 


The department also assists new industries that pro- 
duce high-value products, encouraging new jobs and 
investment in Canadian communities. It invests in 
research that leads to better land use, and helps fund 
strong on-farm food safety programs. 


International initiatives are designed to deliver on 
two main priorities: (1) gaining recognition and 
building markets by stepping up marketing efforts 
and forging stronger dba with industry; 
and (2) enhancing international devel pret by 
building relationships that support both trade 


policy and market development goals. 


Gaining Recognition and Building Markets 


Very often, industry’s successes at home can resonate 
in other countries, just as challenges and opportunities 
in foreign markets can have an effect on our domestic 
decisions. Starting with the right or best products is 
the first step; the challenge then becomes one of 
making those products stand out in a crowded and 
demanding international marketplace. 


AAFC is working to successfully implement the 
Canada Branding Strategy for international markets 
which will capitalize on the country’s positive image 
world-wide, and bolster customer knowledge about, 
and trust in, Canadian products. Building on the APF, 
the department’s efforts aim to develop Canada’s 
reputation as the recognized reliable supplier of safe, 
high-quality products around the world. This will be 
achieved by unifying industry action, creating tools to 


assist industry in their market development activities 
and adopting common branding messages to be incor- 
porated into stakeholder marketing activities. 


Over the past year, AAFC has worked closely with 
industry leaders and provincial officials to develop a 
research-based Brand Promise which will help to focus 
all participants in the agriculture, food and seafood 
sector on marketing their products in a consistent 
fashion. Bringing greater consistency and strategic 
planning to the marketing efforts of the sector as a 
whole will help enhance the strengths of the 
Canadian industry and its people, and perceptions 
about the country itself, as well as to gain recognition 
and increase demand for Canadian-produced food and 
agricultural goods, technology and services. 


Beyond bringing greater consistency to external 
marketing approaches, the brand promise will help to 
provide an internal focus for all of the sector — 
throughout the value-chain and including govern- 
ments — on taking the necessary steps (such as 
improving particular systems or infrastructure) to 
ensure the Canadian agriculture, food and seafood 
sector is able to consistently fulfil the expectations of 
excellence that customers in international markets 
associate with Canada. 


Canada’s Branding Strategy is a long-term initiative 
which will take place over several years. Still, during 
2004-2005, significant progress was made in advancing 
the strategy in partnership with provincial governments, 
industry and other federal departments. Specifically: 


e research was continued in key markets (U.S., 
United Kingdom, Germany, Mexico, Singapore, 
Korea); 


e the International Branding Working Group was 
established as an advisory body; 


a marketing “tools” evaluation was completed; 


a trade show evaluation was initiated; 


@ a “tools” development project was contracted and 
creative and product positioning options were 
developed to be tested in key markets; and 


the Brand Promise was drafted with input from 
industry and provinces, and consultations with 
stakeholders were conducted. 
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AAFC also launched a wide range of activities to pro- 
mote Canada and Canadian products in key markets 
around the world and to assist industry in its interna- 
tional market development activities. 


Another major focus is to ensure potential investors 
are aware of investment opportunities in Canada. To 
this end, AAFC conducted numerous promotional 
activities including corporate calls and attendance at 
international trade shows such as SIAL Paris, 
VitaFoods, Bio (Orlando), ISM (Cologne) and IFE 
(London). Such efforts are expected to increase recog- 
nition of Canada as a place for agri-food investment. 
This heightened awareness should be apparent in a 
change in the volume and value of domestic and for- 
eign investment in Canada’s agriculture and agri-food 
industry, both by market and province or territory of 
origin. To maximize their effectiveness, the investment 
promotion activities are conducted in a coordinated 
manner with Canada’s posts abroad and International 


Trade Canada (ITCan). 


To sustain Canada’s competitive advantage, strategic 
promotion and advocacy initiatives demonstrated the 
industry’s ability to respond to market demands, 
enabling new and emerging sectors to seize market 
opportunities. Specifically, AAFC: 


® focussed on value-added opportunities and branding; 


e addressed trade barriers and market access issues 
(such as BSE, E.U., enlargement, implementation 
of wines and spirits agreement with E.U., Russian 


WTO accession); and 


° facilitated strategic alliances with industry. 


Around these initiatives, a wide range of activities has 
taken place in Canada and abroad. For example, 
awareness of Canadian products has been increased 
through trade shows, missions and seminars. Post- 
event surveys and interaction with Canadian clients 
have been positive with respect to AAFC’s market and 
investment efforts. Moreover, the Team Canada 
approach and branding effort have been well received 
by industry clients. One of the keys to success is that 
investment, market development and branding efforts 
are highly coordinated. 


Considerable attention under this priority is also 
devoted to increasing exporter services to the Canadian 
industry. Accordingly, in 2004-2005, over 80 seminars 
and training sessions were held across the country on 
various topics, notably market opportunities, trends 
and generic guidelines to exporting, as well as infor- 
mation sessions on the new border import regulations 
implemented by the U.S. 


Further analysis work was done on the benchmark 
study undertaken in the previous fiscal year on the 
existing information services and gaps for agri-food 
and seafood exporting companies. It was confirmed 
that the Agri-Food Trade Service website was the 
most popular tool with over 2 million visitors during 
the fiscal year. The data also indicated that clients stayed 
on the site on average over 14 minutes researching 
market information, statistics, foreign regulations, 
marketing trends and industry events. 


The department has increased its outreach to exporters 
and potential agri-food exporters by becoming an 
active partner with [TCan and the Virtual Trade 
Commissioner Service. The department’s clients have - 
access to trade officers abroad and the services and 
contacts of the department are available through this 
additional information channel. 


The i artment worked with clients to improve 
CAFI =) long-term strategies for the sector. The 
CAFI program supports industry initiatives that gain 
nternational recognition for Canada as the leader 
in supplying high-quality, safe and innovative agri- 
culture, agri- -food, beverage, and seafood products, 
produced in an environmentally Seacires man- 
ner, which meet the demands of a highly seg- 
mented world market. CAFI also supports initiatives 
that expand Canadian industry's access to foreign 
a to maximize the benefits realized from 
anada’s reputation. 
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In 2004-2005, CAFI approved 36 long-term interna- 
tional strategies totalling $22.2 million. In addition, 
CAFI allocated $7.14 million to fund 29 short-term 
projects to assist industry in achieving short-term 
outcomes in line with the CAFI program’s objectives. 


Among many other successful activities in 2004-2005, 
the following are examples of what industry achieved 


with the help of CAFI funding: 


e through advocacy activities by the Canadian 
Livestock Genetics Association, China signed two 
protocols to re-open its market to bull semen and 
cattle embryos imports; 


¢ through focussing on the health attributes of canola, 
the Canola Council of Canada increased its sales of 
canola to the U.S. by 10 per cent; and 


® increased access to the E.U. for Canadian ice-wine 
was achieved by the Canadian Vintners Association, 
which obtained self-certification standards from the 
E.U. for British Columbia and Ontario wineries. 


Enhancing International Development 


A major aspect of building market relationships is con- 
necting international development activities funded 
by the Canadian International Development Agency 
(CIDA) and other development agencies with the 
goals of the APE With these linkages in place, Canada’s 
positions at agricultural negotiating sessions and other 
multilateral fora should receive greater support from 
international partners. More particularly, in 2004-2005: 


¢ in November 2004, AAFC’s International 
Development Strategy was finalized. It outlines how 
international development activities support the 


goals of the APF; 


¢ an agreement was signed with CIDA to create 
capacity building modules for developing countries. 
This lays the groundwork for forging relationships 
with these countries, which further supports a key 
APF goal of building markets in the long term; and 


¢ the department began to develop a document enti- 
tled Canadian Agriculture Capabilities - A Global 
Resource, which is intended to gain recognition 
internationally for Canadian agricultural capabili- 
ties. This, in turn, contributes to the APF goal of 
gaining recognition and building markets. 


Since its preparation, the International Development 
Strategy has been shared with national and interna- 
tional stakeholders, and continues to guide the work 
of AAFC’s International Development group. 


As for capacity building, three training modules 
funded by CIDA are under development, utilizing case 
studies from specific regions: The Food Safety Module, 
using case studies in Sub-Saharan Africa, the Middle 
East and North Africa; The BRM Module, using case 
studies in Sub-Saharan Africa, Asia, and Eastern 
Europe; and The Environmental Sustainability Module, 
using case studies in Latin America and the 
Caribbean. These modules are designed to train 
decision-makers, farmers, implementing units, and 
food inspection agencies. 


Research and analysis continues, with the aim of pro- 
viding background briefing for departmental represen- 
tatives attending international events. In addition, the 
APF and AAFC’s International Development Strategy 
have been presented to the priority countries, lead 
representatives of various countries at the World 
Bank, the Food and Agriculture Organization (FAO) 
of the United Nations and to the international 
development community at the International Days 
conference in Halifax. 


Another responsibility related to international devel- 
opment is partnering with development agencies on 
international technical assistance projects in key 
emerging markets. For developing countries to realize 
their full potential, the expertise and experience of 
countries such as Canada can be invaluable. As well 
as its efforts with CIDA, AAFC’s International 
Development group has been working with the World 
Bank and the FAO to coordinate and collaborate on 
assistance in emerging markets in countries in Asia, 
Africa and the Americas. Consultations with the 
World Bank during two visits to Washington have led 
to a strong working relationship for future partnerships 
on projects in Asia and Africa. 


Additional work with CIDA in 2004-2005 included 
$40 million provided by CIDA for AAFC to manage 
the Small Farmers Adapting to Global Markets Project 
and the Sustainable Agriculture Development Project 
Phase II, which together comprise the department’s 
China-Canada Agricultural Development Program. 
The program has partnerships with more than 10 key 
Chinese government ministries, industry representa- 
tives, research institutes and universities. Two CIDA- 
funded projects delivered by AAFC work with the 
World Bank to provide capacity building and techni- 
cal assistance in APF priority areas to China. The 
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projects in China are in full swing. Some activities 
have been completed, including the training of over 
400 Chinese officials at workshops and seminars in 
China. Moreover, several agreements, including the 
re-opening of China’s markets to bovine semen and 
embryos in October 2004 are evidence of strengthened 
relations with China. 


In other instances of international development assis- 
tance efforts involving AAFC, projects have been 
identified for several countries, more projects are 
planned, and some, including work in Algeria, are 
already under way. Also, in cooperation with CIDA 
and [TCan, needs assessment missions have been 
undertaken in five priority countries and are identify- 
ing opportunities for international development work 
where AAFC can be of assistance. 


Conclusion 


The Innovation for Growth strategic outcome is 

den kt the industry become even more competitive 
and prosperous. The industry is working harder, 
smarter and faster. Canada's exports are climbing, 
yet in global terms, the growth has barely begun. 


Through capacity building and technical assistance, 
AAFC’s international development efforts are 
building strong alliances and partnerships with 
developing and transitional economies. These 
alliances will increase support for Canada on issues 
of importance at the world stage. 


Rural Development 


Introduction 


Rural Canada makes a valuable contribution to 
Canada's economy. Approximately one-third of our 
population lives in rural and remote communities, 
which comprise 95 per cent of our territory. Rural 
and remote Canada is characterized by a natural 
resource economy that generates almost 15 per cent 
of Canada’s GDP and 40 per cent of our exports. 


The challenges facing rural Canada are many. 
Globalization, the expansion of urban centers into 
rural areas, the concentration of population in urban 
centres, the difficulty in sustaining the tax base neces- 
sary to support investments in social and physical 
infrastructure and the delivery of social services are all 
factors that exert pressures on rural communities and 
challenge their sustainable livelihoods. 


The Government of Canada understands the rural 
environment and continues to press ahead in its efforts 
to help rural communities and citizens turn their chal- 
lenges into opportunities. The Rural Secretariat, 
through the Canadian Rural Partnership, leads and 
coordinates the effort for rural policy, program devel- 
opment and implementation (through partnership ini- 
tiatives among federal departments and agencies, other 
levels of government, and rural stakeholders). 


Through partnerships, networks and dialogues with 
rural citizens and community organizations, the Rural 
Secretariat has created a stronger rural voice that 
has been brought forward to other federal departments 
to influence policies. The Secretariat has also 
improved collaboration with provinces and territories, 
and broadened their information and knowledge about 
rural development — for use by rural Canadians, their 
communities and governments. 


Through these partnership initiatives, the Rural 
Secretariat made much progress in enhancing opportu- 
nities for rural Canadians and their communities. 
Results of the progress achieved in 2004-2005 against 
our commitments are detailed below. 


Provide an opportunity for rural citizens to have 
a stronger and more effective voice through 
conferences, roundtables, town hall meetings 
and other outreach activities 


The views of rural Canadians remain central to the 
entire rural initiative within the Government of 
Canada. During the fiscal year 2004-2005, the Rural 
Secretariat held a total of 13 dialogue events. These 
events brought rural citizens together to exchange 
ideas and success stories among themselves and with 
government. The events were forums through which 
participants could share issues of concern and lessons 
learned to bring back to their communities to help 
make a difference in their own backyards. 


The highlight of the Rural Dialogue events over the 
past year was the third National Rural Conference 
held in Red Deer, Alberta in October KJ. The confer- 
ence brought together almost 300 rural Canadians to 
share their vision for this nation as a whole and for 
their own communities. 


Through the Dialogue activities conducted during 
2004-2005, rural citizens clearly identified the need to 
take responsibility and develop their capacity in areas 
such as assets, leaders and youth to create local solu- 
tions to their problems. They also stressed the need for 
governments at all levels to work together to provide 
communities with the tools — like research, information 
and programs—that will help them plan and implement 
their vision. These conclusions have been widely shared 
among participants and across the federal government. 
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Undertake research and analysis that will 
provide empirical evidence for governments 
and rural communities to make more informed 


decisions 


The Secretariat responded to the information needs of 
rural and remote Canadians by initiating work on a 
tool that will provide baseline information about rural 
Canada — the Community Information Database. 
The Database is intended to provide communities and 
governments with consistent, reliable and accessible 
information on economic and demographic factors at 
the community level. The database will be an on-line, 
web-based resource of community-based information 
and can serve as a complementary data set to 
information already provided by individual provinces 
and territories. 


In addition, a total of 17 regional research projects 
were completed in 2004-2005. These were conducted 
in different provinces and covered such subjects as 
immigration, population, health, and other subjects of 
interest to rural communities. The research results 
were documented in different reports that were pub- 
lished and disseminated to stakeholders. 


The Canadian Rural Information Service (CRIS) 
disseminates the Secretariat’s research findings, pro- 
vides guides to information services, and customizes 
information packages on specific queries. By providing 
this service, CRIS helps citizens and other stakehold- 
ers gain access to rural information and research 
results. Rural stakeholders can use the information dis- 
seminated by CRIS to build a common understanding 
of challenges facing rural communities, as well as 
opportunities that have been successfully or are being 
undertaken in other communities. 


In 2004-2005, enhancements and changes were made 
to the Rural and Remote Services Cluster website GJ. 
As a result, the website has become more user-friendly 
with improved capability to search the site and retrieve 
comprehensive information. More than 320,000 visits 
were made to the website and staff responded to more 
than 550 inquiries sent through the site. In addition to 
the electronic format, more than 1.6 million copies of 
a total of 231 information products were distributed, 
including the Pocket Directory of Rural Programs 

and Services. 


Enhance the development capacity of rural 
Canada through a contribution program to test 
and evaluate development initiatives 


In an effort to further provide rural citizens with the 
tools they need to help with the development of their 
communities, the Rural Secretariat has undertaken the 
testing of certain models for rural community develop- 
ment. These models have been successful in one part 
of the country and research is being done to see if they 
can be successfully applied in other areas. 


The results of these tests will be the cornerstone of a 
body of evidence which will be available to rural 
communities to access and draw on to increase their 
capacity and learn from solutions that have been suc- 
cessful in other communities. This body of evidence 
will also inform future decision-making for government 
policy direction, programs and services for rural remote 
and northern communities. In 2004-2005, eight new 
models were selected for testing in 24 different rural 
communities. 


Influence government policies, programs and 
services to increase opportunities and mitigate 
barriers to rural development 


Almost every issue that the Government of Canada 
deals with has some kind of rural component to it, 
each with varying levels of impact between rural com- 
munities across the country. The Rural Secretariat and 
the Canadian Rural Partnership continue, through 
the Rural Lens &, to highlight for other departments 
and agencies the rural implications to government 
policies and services. In the fiscal year 2004-2005, 

160 different cabinet submissions were reviewed and 
advice to the Minister was provided on the 60 that 
had significant rural considerations. 


To further mitigate the barriers facing rural develop- 
ment, a new Policy and Research Network on rural 
development was created in 2004-2005 as a federal 
focal point dealing with policy and research on rural 
Canada and its communities. Through the network, 
the Rural Secretariat will engage policy makers across 
the federal government in discussions around issues 
important to rural Canadians. 


Finally, policy development activity also included con- 
tinued advancement of the National Rural Framework 
collaboratively with FPT officials. Completion is 
expected in 2005-2006. 


Co-operative Development 


Introduction 

Co-operatives are jointly owned enterprises that 
empower individuals and develop leadership, while 
contributing to social cohesion, local economic 
development and job creation. Over time, the 
co-operative model has proven its worth to commu- 
nities in areas as diverse as housing, agriculture, 
arctic development and the provision of financial 
services. After 130 years, co-operatives continue 

to play an important role in Canada’s social and 
economic development. 


The Government of Canada recognizes the valuable 
contribution that co-operatives make to Canadian 
society, and in 1987 established the Co-operatives 
Secretariat to play a coordinating role between 
the co-operative sector and the federal government. 
The Secretariat works closely with the co-operative 
sector and with federal and provincial departments, 
to document and highlight the co-op model as a way 
to meet policy challenges. It also supports research, 
collects data and produces a range of publications on 
co-operatives. 


While co-operatives have the potential to respond to 
new and emerging policy priorities, the co-operatives 
sector faces a number of challenges, including low 
awareness of the co-operative option, limited techni- 
cal resources for people wanting to start co-operatives, 
and a lack of access to capital. 


To respond to these challenges, in 2003 the 


Co-operatives Secretariat launched the CDI Gia 
five-year program to help people develop co-operatives 
(Advisory Services component), and research and test 
new uses of the co-operative model (Innovation and 
Research component). 


Results on the progress achieved in 2004-2005 against 
our commitments are outlined below. 


Enhance development capacity for co-operatives 


through delivery of the CDI 


Through the Advisory Services component of CDI, in 
2004-2005 the Co-operatives Secretariat worked with 
co-op sector partners to put in place a network of 
co-operative development expertise that helps people 
start new co-operatives and strengthen existing ones. 
Thanks to this achievement, 50 new co-operatives 
were started during 2004-2005 and 100 existing ones 
were supported. 


In addition, through the Innovation and Research 
component, the Secretariat approved 69 new 
co-operative projects that will research or test new 
ways of using the co-op model. 


Ensure the needs of the co-operative sector are 
taken into account by the federal government, 
especially when developing policies, programs 
and legislation 


The Co-operatives Secretariat leads the Interdepartmental 
Committee on Co-operatives &). The committee 
helps ensure that the needs of the co-operative sector 
are taken into account by federal departments. Over 
the past year, the committee held several meetings to 
address ways of expanding the use of the co-op model, 
and find innovative ways to identify and respond to 
the sector’s priorities. 


In 2004-2005, the Secretariat played an active role 
with the regional development agencies and the Pan 
Canadian Community Futures Network to incor- 
porate the co-op model in community economic 
development. As a result of this collaboration, a pilot 
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co-operative development training program for 
Community Futures staff in British Columbia was 
initiated, and the Community Futures Development 
Corporations agreed to participate as proponents of 
key Innovation and Research projects. 


Furthermore, the Co-operatives Secretariat worked 

in partnership with several federal departments and 
agencies on a number of initiatives and strategies, 
including the social economy initiative, the integra- 
tion of immigrants, and the development of aboriginal 
communities. It also worked with Finance Canada to 
address the capital needs of the co-op sector through 
tax measures. 


Inform stakeholders within federal, provincial 
and territorial governments, and the Canadian 
public about the role and potential of 
co-operatives to contribute to economic and 
social development 


During 2004-2005, the Co-operatives Secretariat 
organized the Annual Conference of Federal- 
Provincial-Territorial Senior Officials Responsible for 
Co-operatives, held in Ottawa. These senior officials 
maintain an ongoing communications network 
throughout the year, which promotes a better under- 
standing of cross-cutting issues. By organizing this 
conference, the Secretariat promoted the sharing of 
information about legislation, programming, and best 
practices that will inform future decision making. 


In addition, the Secretariat has increased the aware- 
ness of the co-ops model with a variety of stakeholders 
through numerous meetings and conferences that were 
tailored to highlight the benefits of the model to the 
social economy. 


Foster and facilitate interaction of co-operative 
organizations with the Government of Canada 


The Co-operative Secretariat organized a national 
forum on Aboriginal co-operatives in 2004-2005 and 
participated in an international conference on health 
care. The Secretariat also worked with other federal 
departments and national co-op sector organizations 
on strategies to address federal policy priorities 

(i.e. Aboriginal development, health care, 
immigration, etc.). 


The Secretariat also collaborated with national and 
regional co-op sector organizations on the management 
and delivery of CDI Advisory Services. This resulted 
in a strategic allocation of resources, and enhanced 
assistance to individuals or communities wanting to 
start new co-operatives or strengthen existing ones. 


Develop and disseminate new information, 
knowledge and tools that will help co-operatives 
and governments make informed decisions 


The Co-operatives Secretariat supports research that 
highlights best practices for co-operatives, and uses its 
website to share new information and tools, and link 
to relevant government and co-op sector partners. 
Publications, guides and promotional materials are 
distributed through a variety of networks. 


During 2004-2005, the Co-operatives Secretariat 
worked with the co-op sector to broadly disseminate 
information and tools produced through the “Building 
Community Assets” project, funded through the 
Voluntary Sector Initiative. 


In addition, a research strategy was implemented, 
including an analysis of recently completed research, 
a research gap analysis, and the identification of 
potential projects. As a result four new co-operative 
research reports were posted online. 


Over the past year, the co-operative database was 
enhanced to include historical information that will 
improve data accuracy. The information generated 
from the database in 2004-2005 was accessed by uni- 
versity professors, national and provincial co-operative 
associations as well as the federal and provincial gov- 
ernments. The information was used in research 
reports, statistics, teaching activities, speeches, presen- 
tations, newspaper articles, promotional literature, as 
well as in lobbying and awareness-raising activities of 
the co-operative sector with the public. 


Thanks to the cooperation and coordination with 
provincial and territorial governments during the past 
fiscal year, the Co-operatives Secretariat was able to 
produce an inventory of federal/provincial/territorial data 
and publish a report on a user-needs assessment survey. 
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Agencies Reporting to 
Parliament Through AAFC | 


Introduction 


There are two agencies that report to Parliament 
through AAFC: the Canadian Pari-Mutuel Agency 
(CPMA) and the National Farm Products Council 
(NFPC). Their activities and achievements during 
2004-2005 are discussed below. 


CANADIAN PARI-MUTUEL 
AGENCY 


The CPMA regulates and supervises pari-mutuel 
betting on horse racing at racetracks across Canada 
through various activities. The primary objective is to 
protect the wagering public against fraudulent prac- 
tices and thereby help maintain a viable racing indus- 
try. The mandate and authority of CPMA derive from 
the Pari-Mutuel Betting Supervision Regulations made 
under Section 204 of the Criminal Code. 


The CPMA has an excellent reputation and record of 
performance. It is recognized as a leader in maintaining 
a well-regulated horse racing industry. The Canadian 
system enjoys a high degree of confidence from the 
betting public and the industry. The CPMA has been 
fully cost recovered since 1921 and self-sufficient since 
1973. The fund has been well managed and all pro- 


grams delivered within the resource base. 


The betting public was well protected in 2004-2005 
against fraudulent practices, through the effective and 
efficient delivery of surveillance and enforcement 
operations. Agency officers enforced all betting 
policies and regulations. 
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Program Activity: CPMA 
Enhancing the CPMA's capacity to manage risk in pari-mutuel betting, thereby helping to maintain the viability of the Canadian horse 
racing industry 


Expected Results in 2004-2005: 


¢ Confidence-building from the betting public in pari-mutuel wagering; 

* Detection of performance affecting drugs in horses and any irregularities during the race; and determination of the exact order of the finish of a race; 
© Providing agency officers with new, leading automated monitoring technologies; and 

¢ Self-sufficient Revolving Fund. 


Summary of Key Results: CPMA effectively and efficiently supervised pari-mutuel betting during the reporting year, with all betting 
policies and regulations enforced and key program activities delivered within existing resources, some with performance improvement 


of above 90 per cent. 


Commitments in 2004-2005 Key Results 


Provide effective pari-mutuel supervision Commitments met 
Deliver effective and efficient surveillance activities ¢ Enforced all betting policies, regulations, and operations and protected the betting public well 


Develop innovative systems to promote effective against fraudulent practices. 
risk management Delivered the Equine Drug Control Program successfully and within budget. Analysed 
Ensure a well-managed Revolving Fund 56,000 drug control samples with a 0.1 per cent positive detection rate - 58 positive samples - 
Strengthen collaborative alliances with the provincial and notified provincial regulatory bodies for adjudication purposes (fines/suspensions). The 
requlatory bodies and the horse racing industry Video Race and Photo Finish Surveillance Programs were effectively delivered and within 
budget to 39 racetracks, for a total of 2,901 days of racing in 2004. 
Developed and installed an automated monitoring system, “CPMA Internal Control System” 
at key racetracks which was available to agency officers. This is the first such type of auto- 
mated monitoring pari-mutuel betting system in the world. Major achievements were realized 
with the system, particularly in the area of performance improvement such as going from 
95 per cent of pools not balancing to 99 per cent of pools being accurate, 
The CPMA has an extremely well-managed revolving fund, an effective means of delivering 
government services and the delivery of all programs within the CPMA's resource base. 
Financial controls and management accountability systems are in place for the Agency to 
monitor expenditures to meet business needs and levy limitations. 
Held constructive meetings and consultations with the regulatory and industry sectors. 
Maintained strong federal-provincial liasons and established.good working relationships 
with all parties. 


NATIONAL FARM PRODUCTS 
COUNCIL 


Overview 


The NFPC was established in 1972 by the Farm Products 
Agencies Act el. The Council reports directly to 
Parliament through the Minister of Agriculture and 
Agri-Food. The Council's role, pursuant to Part Il of 
the Act, is to oversee the national orderly marketing 
systems for poultry and eggs, by monitoring the 
activities of the Canadian Egg Marketing Agency, 
the Canadian Turkey Marketing Agency, the Chicken 
Farmers of Canada, the Canadian Broiler Hatching 
Egg Marketing Agency, and, pursuant to Part Ill of 
the Act, to monitor the activities of the Canadian 
Beef Cattle Research, Market Development and 
Promotion Agency. 


Operating Environment 


The Council, in carrying out its duties, consults on a 
continuous basis with the governments of all provinces 
and territories with an interest in the establishment or 
the exercise of the powers of any one or more of the 
agencies established under the Act. 


In addition to its legislative responsibility to review 
agency operations, orders and regulations, make 
inquiries into complaints against agency decisions and 
conduct inquiries into the merits of establishing new 
agencies, the Council undertakes activities that aim to 
promote the strength and enhance the competitive- 
ness of the sectors that the Council oversees. 


As noted earlier, the Council has a legislative respon- 
sibility to monitor the operations of the five agencies 
established under the Act. These duties include the 
regulatory review and approval of all agency orders 
and regulations, requiring ongoing review and analysis 
of agency issues, attendance at agency meetings and 
regular meetings of the full Council and the agencies 
Executive members. As well, the Council prepares 
submissions to the Federal Cabinet for any regulatory 
initiatives of the agencies, requiring Governor in 
Council approval. 


The Council also has a legislative responsibility to 
inquire into complaints from stakeholders against deci- 
sions of the national agencies. In 2004, the Council 
received a total of five complaints: two against the 
Chicken Farmers of Canada, two against the Canadian 
Ege Marketing Agency and one against the Canadian 
Turkey Marketing Agency. The Council held formal 
hearings into four of the complaints, each of which 
resulted in a report with recommendations from the 
Council. The fifth complaint was resolved by the 
Council facilitating a meeting of the parties to discuss 
the issues. 


The Council currently consists of one full-time 
Chairperson and eight part-time members appointed 
by the Governor in Council. The Council is supported 
by a staff of 13 public servants. 


Objectives 


To fulfil its mission of promoting the strength and 
competitiveness of the sectors that it oversees, the 
NFPC pursues three strategic objectives. 


First, the Council ensures that the supply management 
systems for poultry and eggs work in the balanced 
interests of all stakeholders including producers, con- 
sumers, industry and government. It provides transpar- 
ent and accountable supervision of the national 
marketing agencies for chicken, turkey, eggs, and 
broiler hatching eggs and also of the national beef cat- 
tle promotion research agency. It works cooperatively 
with its provincial and territorial government partners, 
and aims to bring about renewed agreements to 
strengthen the supply management systems. 
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Second, the Council promotes the strength, competi- Third, the Council strives to improve the efficient, 


tiveness and profitability of the sectors and works with transparent and responsible management of its 
them to improve their market-responsive capacity. It operations. It achieves this through improving its 
promotes export market opportunities, higher food strategic planning, management reporting and 
safety standards, improved supply-chain management, operating procedures. 


and other measures that benefit Canadian agriculture 
and agri-food. It provides guidance on the merits and 
process for creating promotion and research agencies. 


Strategic Outcomes and Performance Highlights for 2004-2005: 
* Marketing and promotion-research agencies established under the Farm Products Agencies Act work in the balanced interests of all stakeholders; 
¢ Improved strength, competitiveness, market responsiveness and profitability of the agri-food sectors for which Council has responsibility; and 

¢ Improved effectiveness and integrity of administration in step with the requirements of modern comptrollership. 


Expected Results in 2004-2005: 


* Receive draft FPT agreements by the three national agencies (The Broiler Hatching Egg Agency, the Turkey Agency, and the Egg Agency); 

* Initiate stakeholder consultations on a review of the Farm Products Agencies Act; 

¢ Continue work with industry and government to develop a reliable markets information database; 

¢ Improve industry awareness of the grocery, food service and distribution sectors; 

¢ Approve the implementation by the Beef Cattle Agency of a levy collection scheme for beef cattle; and 

¢ Complete implementation of the first phase of modern management practices by developing a planning and performance measurement framework. 


Summary of Key Results: Considerable progress was made on renewing FPT agreements. Work on industry-needs database moved forward, 
and will continue in 2005-2006. The Council successfully organized a Forum on Grocery and Food Service Trends at which poultry and egg 
producers, and grocery and food service industry representatives discussed the trends in the marketplace and the impact on consumers. 

Further, work on modern management practices moved forward, with a MAF expected to be implemented early in the fall of 2005. 


Marketing and promotion-research agencies established under the Farm Products Agencies Act work in the balanced interests 
of all stakeholders 


Commitments in 2004-2005 Key Results 


Territorial renewal of Federal-Provincial Agreements for The Council, in cooperation with the provinces and territories and the industry sectors, has taken 

the Egg, Turkey and Broiler Hatching Egg Agencies a leadership role in assisting the national marketing agencies in renewing the FPT agreements 
which provide the legal underpinnings for the supply management systems. The Broiler Hatching 
Egg Agency expects to have its new agreement in place by the end of 2005. The Turkey Agency 
continues its work on a revised agreement, but the Egg Agency has suspended work on its agree- 

ment pending the outcome of a federal court action initiated by the province of Saskatchewan. 


Consult with stakeholders on a review of the Limited progress was made on this initiative during the 2004-2005 year. At its strategic planning 
Farm Products Agencies Act retreat in January 2005, Council received support from producer and industry stakeholder repre- 
sentatives to initiate consultations on amendments to the legislation. The Council will initiate the 
legislative review in the fall/winter of 2005-2006. 


Implementation of a levy system on domestic beef pro- The Agency was established in 2002 to promote the marketing and production of beef cattle, 
duction by the Canadian Beef Cattle Research, Market beef and beef products. The Agency will finance programs for the industry's benefit through a 
Development and Promotion Agency national check-off (levies). The Agency enacted a Levy Order covering domestic production in 
March 2005. It is now completing the signing of individual service agreements with each 

province. A levy order to cover imports of beef and beef products is expected to be developed 
in 2005-2006. 


Improved strength, competitiveness, market responsiveness, and profitability of the agri-food sectors for which Council has responsibility 


Commitments in 2004-2005 


Work with AAFC and CFIA to develop a markets infor- 
mation database to provide consistent reliable and 
accessible information to all poultry and egg industry 
participants 


Hold a forum to increase industry knowledge of the 
food distribution and retail sectors 


Key Results 


The Council pilots the Poultry Markets Information Working Group which includes representatives 
of the poultry and egg agencies, processors and other government departments. This group is 
tasked with developing the database. In 2004-2005, Council staff continued its work with AAFC 
staff to move the project forward. For this project to proceed, an industry/government agreement 
will have to be reached on the parameters of a data collection and dissemination mechanism. 
Work will continue in 2005-2006. 


A Forum on Grocery and Food Service Trends was held in May of 2004. The event was attended 
by leaders of the poultry and egg industries, representatives from the grocery, food- service and 
distributors sectors, academics and federal and provincial government representatives. 
Participants heard key representatives from the grocery and food service business talk about the 
trends in the marketplace and the impact on consumers. 


Improved effectiveness and integrity of administration in step with the requirements of modern comptrollership 


Commitments in 2004-2005 


Complete first phase of implementation of modern 
management practices in step with Government of 
Canada initiatives such as Modern Comptrollership 


Key Results 


Work on the preparation of a MAF began in 2005 and is expected to be implemented by 
September 2005. This framework will formalize Council's strategic planning process and include 
performance indicators, and risk analysis. A second project has been initiated, to review and 
improve the management of Council's information. 
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FINANCIAL TABLES 


Table 1 Comparison of Planned to Actual Spending 
Table 2 Use of Resources by Program Activities 

Table 3 Voted and Statutory Items 

Table 4 Net Cost of Department 

Table 5 Contingent Liabilities 

Table 6 Sources of Respendable and Non-Respendable Revenue 
Table 7 Revolving Fund (Canadian Pari-Mutuel Agency) 
Table 8 Resource Requirements by Team 

Table 9-A User Fees Act 

Table 9-B Policy on Service Standards for External Fees 
Table 10 Details on Project Spending 

Table 11 Status Report on Major Crown Projects 


Table 12-A == Summary of Transfer Payments by Program Activity 
Table 12-B_ —_— Details on Transfer Payment Programs (over $5 million) 


Notes: 
The figures in the following set of tables have been rounded to the nearest millions of dollars. For this reason, figures that cannot be listed in millions of dollars are shown as 0.0. 
Due to rounding, figures may not add to the totals shown. 


For the purposes of these tables, where Program Activities are reported, the Corporate Services Program Activity is not reported separately, rather it has been pro-rated to the other 
Program Activities. 


Main Estimates figures are as reported in the 2004-2005 Main Estimates Part Il. 
Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). 


Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments 
and transfers, 


Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts. In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years. 
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Table 1: Comparison of Planned to Actual Spending (incl. FTE's) 


2004-2005 
2002-03* 2003-04* Main Planned Total 

($ millions) Actual Actual Estimates Spending Authorities Actual 
Business Risk Management 1,273.4 1,310.8 2,706.9 2,584.7 
Food Safety and Food Quality WH 77.1 79.6 57.7 
Environment 325.9 326.4 338.5 276.9 
Innovation and Renewal 319.8 329.2 330.6 303.3 
International Issues 117.5 117.5 122.2 119.3 
Rural & Co-operatives Secretariats 18.4 18.4 19.1 15.9 
Canadian Pari-Mutuel Agency 15.4 15.4 18.4 14.0 
National Farm Products Council 2.6 2.6 3.0 23 
Total Gross 2,197.4 
Less Respendable revenue 38.0 39.0 a8 39.3 39.3 30.6 

2,692.3 : 2,158.1 3,579.1 3,343.4 
Less: Non-Respendable revenue 1529 164.5 ~ 34.4 45.4 45.4 
Plus: Cost of services received without charge! 38.6 38.0 - 43.4 46.5 46.5 


Net cost of Department 2,167.1 


Full-Time Equivalents (FTE's) 


Notes: 


*Refer to AAFC's previous Performance Reports for detailed financial information for 2002-2003 and 2003-2004. Historical comparison is not possible as AAFC’s 2002-2003 and 
2003-2004 actual expenditures are not available since the financial coding for those years does not allow a crosswalk of the data between the former strategic outcomes and current 
program activities. 


1. Cost of services received without charge includes accommodation provided by Public Works and Government Services Canada (PWGSC), the employer's share of employees’ 
insurance premiums, and expenditures paid by TBS (excluding revolving funds), Workers’ Compensation coverage provided by Social Development Canada, and services received 
from the Department of Justice Canada (see Table 4). 


FTE's = Full-Time Equivalents - reflect only those FTE's funded through the Department's appropriated resources. In addition to the actual FTE’s of 6,216, there were 338 FTE's 
employed by AAFC for research funded through collaborative agreements with industry partners and 44 FTE's funded from other government departments. Also, 313 FTE's were 
employed as students. 


Main Estimates figures are as reported in the 2004-2005 Main Estimates Part II. 


Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). Included were resources anticipated to be brought into the Department's reference levels 
through Supplementary Estimates ($47.3 million). 


Total Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments 
and transfers (combined total of $1,468.3 million), as reported in the 2004-2005 Public Accounts. This $1,468.3 million includes statutory transfer payment funding for: the Farm 
Income Payment Program - FIPP ($991.5 million); and additional demand under the Canadian Agricultural Income Stabilization - CAIS program: ($417.2 million). The amounts were 
not anticipated at the time of preparation of the 2004-2005 RPP and are therefore not included in the Planned Spending figures. 


Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts. In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years, 


Table 2: Use of Resources by Program Activities 


($ millions) 2004-2005 
Budgetary 
Total: Gross Less: Total: Net Loans, 
Grants and Budgetary Respendable Budgetary _ Investments 
Operating Capital Contributions Expenditures Revenue Expenditures and Advances Total 
Business Risk Management 
Main Estimates 103.3 5.1 1,164.9 1,273.4 8.9 1,264.5 - 1,264.5 
Planned Spending 117.8 25.1 1,167.8 1,310.8 8.9 1,301.9 - 1,301.9 
Authorities 167.0 5.2 2,534.7 2,706.9 8.9 2,698.0 - 2,698.0 
Actual Spending 110.7 5.2 2,468.8 2,584.7 1.6 2,583.1 - 2,583.1 
Food Safety and Food Quality 
Main Estimates 44.3 27. 30.1 Al - 77] - 77) 
Planned Spending 44.3 ey, 30.1 77) - 77.) - 77.) 
Authorities 46.8 28 30.1 79.6 ~ 79.6 - 79.6 
Actual Spending 50.4 a) 4.5 $7.7 - 57.7 - Sie, 
Environment 
Main Estimates 199.1 13.0 113.9 325.9 15.0 310.9 - 310.9 
Planned Spending 199.6 13.0 1139 326.4 15.0 311.4 - 311.4 
Authorities 211.0 13.1 114.4 338.5 15.0 323.5 ~ 323.5 
Actual Spending 226.6 12.8 375 276.9 14.9 261.9 - 261.9 
Innovation and Renewal 
Main Estimates 213.1 ine) 95.4 319.8 - 319.8 - 319.8 
Planned Spending 215.2 11.3 102.7 329.2 - 329.2 - 329.2 
Authorities 234.6 11.4 84.6 330.6 - 330.6 - 330.6 
Actual Spending 214.2 es ORAS 303.3 - 303.3 - 303.3 
International Issues 
Main Estimates 83.6 45 75s 175 - Wes - 1175 
Planned Spending 83.6 4,5 29.5 117.5 - 117.5 - 117.5 
Authorities 88,3 4.5 725 [222 - 1222 - 122.2 
Actual Spending 87.9 4.5 27.0 119.3 - 119.3 - 1193 
Rural & Co-operatives Secretariats 
Main Estimates 12.0 - 6.4 18.4 - 18.4 - 18.4 
Planned Spending 12.0 - 6.4 18.4 - 18.4 - 18.4 
Authorities 12.6 - 6.4 19.1 - 19.1 - 19.1 
Actual Spending 12.2 - 3.8 15.9 - 159 - 12 
Canadian Pari-Mutuel Agency 
Main Estimates 15.4 ~ ~ 15.4 15.4 = - ~ 
Planned Spending 15.4 - - 15.4 15.4 ~ - ~ 
Authorities 18.4 - ~ 18.4 15.4 3 - 3, 
Actual Spending 14.0 - - 14.0 14.1 (0.1) - (0.1) 
National Farm Products Council 
Main Estimates 24 - 0.2 2.6 ~ 2.6 - 2.6 
Planned Spending 24 - 0.2 2.6 ~ 2.6 - 2.6 
Authorities 24 - 0.6 3.0 - 3.0 - 3.0 
Actual Spending 13 - a3 - 22 - Zs 


Total Main Estimates 
Total Planned Spending 
Total Authorities 


Total Actual Spending 


Notes: 


Main Estimates figures are as reported in the 2004-2005 Main Estimates Part II. 
Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). Included were resources anticipated to be brought into the Department's reference levels 
through Supplementary Estimates ($47.3 million). 


Total Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments 
and transfers (combined total of $1,468.3 million), as reported in the 2004-2005 Public Accounts. This $1,468.3 million includes statutory transfer payment funding for: the Farm 


Income Payment Program - FIPP ($991.5 million); and additional demand under the Canadian Agricultural Income Stabilization - CAIS program: ($417.2 million). The amounts were 
not anticipated at the time of preparation of the 2004-2005 RPP and are therefore not included in the Planned Spending figures. 


2,150.1 
2,197.4 


3,579.1 
3,343.4 


Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts. In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years. 
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Table 3: Voted and Statutory Items 


Vote or 


Statutory Main Planned Total 
Item Truncated Vote or Statutory Wording Estimates Spending Authorities Actual 
1 Operating Expenditures 563.2 579.3 664.8 613.8 
5 Capital Expenditures 36.6 56.6 36.9 36.5 
10 Grants and Contributions 335.0 345.2 397.2 216.7 
15 Pursuant to Section 29 of the Financial Administration Act, to authorize the Minister of Agriculture 

and Agri-Food, on behalf of her Majesty in Right of Canada, in accordance with terms and conditions 

approved by the Minister of Finance, to guarantee payments of an amount not exceeding, at any one 

time, in aggregate the sum of $1,700,000,000 payable in respect of cash advances provided by producer 

organizations, the Canadian Wheat Board and other lenders under the Spring Credit Advance Program _ 0.0 - 0.0 - 
20 Pursuant to Section 29 of the Financial Administration Act, to authorize the Minister of Agriculture 

and Agri-Food, on behalf of her Majesty in Right of Canada, in accordance with terms and conditions 

approved by the Minister of Finance, to guarantee payments of amounts not exceeding, at any time, in 

aggregate, the sum of $140,000,000 payable in respect of Line of Credit Agreements to be entered into 

by the Farm Credit Corporation for the purpose of the renewed (2001) National Biomass Ethanol Program —_0.0 0.0 - 
(S) Grants to agencies established under the Farm Products Agencies Act 0.2 0.2 0.6 - 
(S) Payments in connection with the Agricultural Marketing Programs Act 65.5 65.5 13.8 13.8 
(S) Loan Guarantees under the Farm Improvement and Marketing Cooperatives Loans Act 4.0 4.0 1.2 1.2 
(S) Payments in connection with the Farm Income Protection Act - Crop Insurance Program* Peels 2213 ‘ < 
(S) Payments in connection with the Farm Income Protection Act - Net Income Stabilization Account” 212.6 212.6 : i 
(S) Minister of Agriculture and Agri-Food - salary and motor car allowance 0.1 0.1 0.1 0.1 
(S) Contributions to employee benefit plans 70.6 71.6 71.4 714 
(S) Spending of proceeds from the disposal of surplus Crown Assets - - 24 Za 
(S) Collection Agency Fees - - 0.1 0.1 
(S) Canadian Pari-Mutuel Agency Revolving Fund - - 3.0 (0.1) 
(S) Contributions to a transition to future risk management programming - - (0.0) (0.0) 
(S) Expenditures pursuant to Section 29 of the Financial Administration Act for payments pursuant 

to guarantees under the Spring Credit Advance Program ~ ~ 6.2 6.2 
(S) Contributions in Support of Business Risk Management Programs under the Agricultural Policy Framework* 378.9 378.9 1,207.5 1,207.5 
(S) Contributions in support of the Bovine Spongiform Encephalopathy (BSE) Recovery Program 69.4 69.4 1.6 1.6 
(S) Payments in connection with the Farm Income Protection Act - Province-based Programs 147.5 147.5 108.7 108.7 
(S) Class Grant Payments for the Transitional Industry Support Program - - (66.9) (66.9) 
(S) Contributions to Agricultural Risk Management - Canadian Farm Income Program - . = 2 
(S) Class contribution payments for repositioning of the Canadian beef and cattle industry - - 131.2 132 
(S) Payments in connection with the Farm Income Protection Quebec Gross Revenue Insurance 

Conditional Remission Order - - 78 78 
(S) Class Grant Payments for the Farm Income Payment . - 896.9 896.9 


Class Contribution Payments for the Farm Income Payment 


2,110.8 2,158.1 3,579.1 


Notes: 


* Crop Insurance Program and Net Income Stabilization Account Total Authorities and Actual amounts are reflected under (5) Contributions in Support of Business Risk Management 
Programs under the Agricultural Policy Framework. 


(S) denotes a Statutory Item 
Main Estimates figures are as reported in the 2004-2005 Main Estimates Part II. 


Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). Included were resources anticipated to be brought into the Department's reference levels 
through Supplementary Estimates ($47.3 million). 


Total Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments 
and transfers (combined total of $1,468.3 million), as reported in the 2004-2005 Public Accounts. This $1,468.3 million includes statutory transfer payment funding for: the Farm 
Income Payment Program - FIPP ($991.5 million); and additional demand under the Canadian Agricultural Income Stabilization - CAIS program: ($417.2 million). The amounts were 
not anticipated at the time of preparation of the 2004-2005 RPP and are therefore not included in the Planned Spending figures. 


Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts. In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years. 
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Table 4: Net Cost of Department 


($ millions) 2004-2005 
Total Actual Spending : 3,343.4 
Plus: Services Received without Charge 
Accommodation provided by Public Works and Government Services Canada (PWGSC) 11.5 
Contributions covering employers’ share of employees’ insurance premiums and expenditures paid by TBS (excluding revolving funds) aig 
Worker's compensation coverage provided by Social Development Canada Ke 
Salary and associated expenditures of legal services provided by Justice Canada RY 
46.5 
Less; Non-respendable Revenue 45.4 


2004-2005 Net Cost of Department 3,344.5 


Table 5: Contingent Liabilities 


($ millions) 


Contingent Liabilities March 31, 2004 March 31, 2005 


Guarantees 
Agricultural Marketing Programs Act (AMPA) 456.5 613.4 
Farm Improvement and Marketing Cooperatives Loans Act (FIMCLA) 242.5 236.3 
Spring Credit Advance Program (SCAP) 3.9 24.5 
Total Guarantees 702.9 874.2 
Claims, Pending and Threatened Litigation 23.4 525.4 
Total 726.3 1,399.6 


Total Contingent Liabilities as at March 31, 2005 are $673.3 million higher than at March 31, 2004, mainly as a result of a class action lawsuit totalling $500 million under which 
the plaintiffs are seeking a recalculation of NISA entitlements and government obligations going back to 1994, In question is whether or not the cost of freight and elevation, paid 
for by the Canadian Wheat Board, should be added to the farmer's calculation of eligible net sales for the purposes of calculating NISA benefits. 
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Table 6: Sources of Respendable and Non-Respendable Revenue 


Respendable Revenue 


($ millions) 2002-2003 2003-2004 2004-2005 
Main Planned Total 
Actual Actual Estimates Revenue _ Authorities Actual 


nn ———[—<—————_—_———$—<<$—$—<————————————————____ 
Business Risk Management 


Net Income Stabilization Account (NISA) - Admin. Fees 9.0 a2 8.9 8.9 - = 

Canadian Agricultural Income Stabilization (CAIS) - Admin. Fees ~ = 8.9 ee 
Environment 

Community Pastures 13.6 14.5 15.0 15.0 15.0 14.9 
Canadian Pari-Mutuel Agency - Revolving Fund 15.4 15.4 15.4 15.4 15.4 14.0 


Total Respendable Revenue 38.0 39.0 39.3 39.3 39.3 30.6 


Non-Respendable Revenue 


($ millions) 2002-2003* 2003-2004* 2004-2005 
Main* Planned Total 
Actual Actual Estimates Revenue _ Authorities Actual 


Business Risk Management 


Refund of Previous Years’ Expenditures 21.6 21.6 
Service and Service Fees 0.9 0.9 
Privileges, Licences and Permits 0.2 0.2 
Return on Investments 0.7 0.7 
Proceeds from Sales of Crown Assets 0.0 0.0 
Other Non-tax Revenues 0.9 0.9 
Total Business Risk Management ~ - - - 24.4 24.4 
Food Safety and Food Quality 
Refund of Previous Years’ Expenditures 0.0 0.0 
Service and Service Fees 0.3 0.3 
Privileges, Licences and Permits 0.3 0.3 
Return on Investments 0.4 0.4 
Proceeds from Sales of Crown Assets 0.2 0.2 
Other Non-tax Revenues 0.6 0.6 
Total Food Safety and Food Quality ~ - - - 1.8 1.8 
Environment | 


SS ——————————————— 


Refund of Previous Years’ Expenditures 3 = 


Service and Service Fees 0.4 0.4 
Privileges, Licences and Permits 0.5 0.5 
Return on Investments ie 1.5 
Proceeds from Sales of Crown Assets 0.6 0.6 
Other Non-tax Revenues : 2.4 2.4 
Total Environment - - - - 5.5 5.5 


Table 6: Sources of Respendable and Non-Respendable Revenue — continued 


Non-Respendable Revenue 


($ millions) | 2002-2003*  2003-2004* 2004-2005 
Main* Planned Total 
Actual Actual Estimates Revenue Authorities Actual 


Innovation and Renewal 


Refund of Previous Years’ Expenditures 0.2 0.2 
Service and Service Fees 0.0 0.0 
Privileges, Licences and Permits 0.6 0.6 
Return on Investments 1.6 1.6 
Proceeds from Sales of Crown Assets 6.0 6.0 
Other Non-tax Revenues 28 2.8 
Total Innovation and Renewal - ~ - - 11.3 11.3 


International Issues 


Refund of Previous Years’ Expenditures 0.2 0.2 
Service and Service Fees 0.0 0.0 
Privileges, Licences and Permits 0.2 0.2 
Return on Investments 0.6 0.6 
Proceeds from Sales of Crown Assets 0.0 0.0 
Other Non-tax Revenues lig 12 
Total International Issues / - os ~ - 23 2.3 


Rural and Co-operatives Secretariats 


Refund of Previous Years’ Expenditures 0.0 0.0 
Service and Service Fees : - 


Privileges, Licences and Permits - “ 
Return on Investments oy “ 
Proceeds from Sales of Crown Assets - - 


Other Non-tax Revenues 0.1 0.1 
Total Rural and Co-operatives Secretariats ~ - - 0.1 0.1 
Total Non-Respendable Revenue 152.9 164.5 - 34.4 45.4 45.4 
Notes: 


* Refer to AAFC’s previous Performance Reports for detailed financial information for 2002-2003 and 2003-2004. Historical comparison is not possible as AAFC’s 2002-2003 and 
2003-2004 actual revenues are not available on the basis of Program Activities. 


Respendable revenues are generated by the Community Pastures Program, administration fees related to the Net Income Stabilization Account (NISA) and its successor, the 
Canadian Agricultural Income Stabilization (CAIS) program, and the Canadian Pari-Mutuel Agency Revolving Fund. In accordance with Treasury Board policy, the Department can 
generate and spend up to 125 percent of its vote-netted revenue authority. Respendable revenues have declined mainly due to changes in the administrative fee under CAIS from 
the previous NISA program. 

Non-respendable revenues include such items as refunds of previous years’ expenditures, proceeds from the sale of Crown Assets, privileges, licenses and permits. 
Non-respendable revenues were significantly higher in previous years mainly due to recoveries (refunds of previous years’ expenditures) under the Canadian Farm Income Program, 
which has sunset. 
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Table 7: Revolving Fund (Canadian Pari-Mutuel Agency) 


Statement of Operations 2002-2003 2003-2004 
($ millions) Actual Actual 
Respendable Revenue 14.8 14.5 
Expenses 
Operating: 

Salaries and employee benefits 5.0 5.2 

Depreciation 0.1 0.1 

Administrative and support services 8.8 ee) 

Utilities, materials and supplies 0.4 0.3 
Total Operating 14.2 15.1 
Surplus (Deficit) 0.6 (0.6) 
Statement of Cash Flows 2002-2003 2003-2004 
($ millions) Actual Actual 
Surplus (Deficit) 0.6 (0.6) 
Add non-cash items: 

Depreciation/amortisation 0.1 0.1 

Other 0.0 (0.0) 
Investing activities: 

Acquisition of depreciable assets (0.5) 0.2 


Cash surplus (requirement) 


Main 
Estimates 
15.4 


0.4 
15.4 


Main 
Estimates 


0.1 


2004-2005 
Planned 
Spending _— Authorized Actual 
15.4 15.4 14.1 
5 53] 5.0 
0.1 0.1 0.2 
a7 97 8.1 
0.4 0.4 0.3 
15.4 15.4 13.6 
~ - 0.5 
2004-2005 
Planned 
Spending = Authorized Actual 
- - 0.5 
0.1 0.1 0.2 
(0.5) 
(0.1) (0.1) (0.1) 


Projected Use of Authority 2002-2003 2003-2004 2004-2005 
Main Planned 

($ millions) Actual Actual Estimates Spending _— Authorized Actual 
Authority 2.0 2.0 2.0 2.0 2.0 2.0 
Drawdown: 

Balance as of April 1 1] ils) 1.4 1.4 1.0 1.0 

Projected Surplus (Drawdown) 0.3 (0.3) - - 0.1 0.1 
Total Drawdown 1.3 1.0 1.4 1.4 1.1 1.1 


Projected Balance at March 31 


Notes: 


A “line of credit" of $2 million was approved as the maximum amount that may be drawn from the Consolidated Revenue Fund (CRF) at any point in time. The authority includes 


the $2 million draw down. 


Table 8: Resource Requirements by Team* 


TOTAL ($ millions) 2004-2005 

Food Safety Innovation Rural & Co- Canadian National 
Organization / Business Risk and Food and International operatives Pari-Mutuel Farm Products 
Team Management Quality Environment Renewal Issues  Secretariats Agency Council Total 
Business Risk Management Team 
Main Estimates 6.0 - - - - - -— - 6.0 
Planned Spending 6.0 - ~ - - - - - 6.0 
Authorities 4,] - - - - - ~ - 4.] 
Actual Spending a7 - - - - - - - 37 
Food Safety Team 
Main Estimates 1.3 23.5 ~ - 2.0 - - - 26.8 
Planned Spending 1.4 24,7 - - 2.1 - - - 28.1 
Authorities 1,5 26.6 - - ee - - ~ 30.3 
Actual Spending 1.6 274 - - 2.4 - - - 31.3 
Environment Team 
Main Estimates - - IL2 - ~ - - ~ 92.2 
Planned Spending - - 92.7 - - - - ~ 92.7 
Authorities - - 111.6 - - - ~ - 111.6 
Actual Spending - - 1159 - - - - - 115.9 
Innovation and Renewal Team 
Main Estimates - - ~ i152 - - - - 52 
Planned Spending - - - 117.1 - - - - 117.1 
Authorities - - ~ 121.8 - - ~ - 121.8 
Actual Spending - - - 122.7 - - - ~ 122.7 
Markets and Trade Team 
Main Estimates - = - - BYES) - - - 52.5 
Planned Spending - - - - 52.0 - - - ye) 
Authorities - - - - 50.6 - - - 50.6 
Actual Spending - - - - 49.6 - - - 49.6 
Programs Team! 
Main Estimates 1,196.6 32.0 IVER) 98.5 30.4 - - ~ 1,481.0 
Planned Spending 1,216.0 32.3 125.0 106.3 30.6 - - - 1,510.0 
Authorities 2,576.3 32.4 126.6 88.4 30,7 - - - 2,854.5 
Actual Spending 2,517.4 6.9 49,7 81.5 28.2 - - - 2,683.7 
Enabling Teams2 
Main Estimates 46.2 17.7 72.9 74.9 29.6 - - - 241.4 
Planned Spending 56.3 18.0 74,1 76.0 30.1 - - - 254.6 
Actual Spending $7.1 21.8 89.7 Ale 36.4 - - - 296.8 
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Table 8: Resource Requirements by Team* — continued 


TOTAL ($ millions) 2004-2005 

Food Safety Innovation Rural & Co- = Canadian National 
Organization / Business Risk and Food and International operatives Pari-Mutuel Farm Products 
Team Management Quality Environment Renewal Issues  Secretariats Agency Council Total 
Corporate Offices3 
Main Estimates 14.4 3.9 22.3 a2 3.0 18.4 = 2.6 he 
Planned Spending 22.2 1s 19.7 29.8 23 18.4 - 2.6 97.1 
Authorities 44.8 1.8 4] 26.9 1.6 19.1 - 3.0 101.2 
Actual Spending ae ee 6.7 7.1 2.8 152 - 23 39.7 
Canadian Pari-Mutuel Agency 
Main Estimates - - - - - - (0.0) - (0.0) 
Planned Spending - - - - = - (0.0) - (0.0) 
Authorities - - = ~ = - 3.0 - 3.0 
Actual Spending - - - - - - (0.1) - (0.1) 


Total Main Estimates . 


Total Planned Spending 


Total Authorities 
Total Actual Spending 2,583.1 : 3,343.4 


Notes: 


* The authorities (Main Estimates, Planned Spending and Authorities) are granted to the Department, and are notionally allocated to Teams. These authorities, which are managed at 
the departmental level, have not been exceeded. 


1. Programs Team resources are significantly higher than those of the other Teams as they include the majority of the Department's resources for Grants and Contributions. 
2. Enabling Teams include Assets, Communications and Consultations, Finance, Human Resources, Information Systems, and Policy and Planning. 


3, Corporate Offices include Executive Offices, Rural and Co-Operative Secretariats, National Farm Products Council, Legal Services, Review Tribunal, Audit and Review, ADM 
Offices, Values and Ethics, Office of Internal Disclosure, Decision Support and the Departmental Reserve. 


Main Estimates figures are as reported in the 2004-2005 Main Estimates Part Il. 


Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). Included were resources anticipated to be brought into the Department's reference levels 
through Supplementary Estimates ($47.3 million). 


Total Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments 
and transfers (combined total of $1,468.3 million), as reported in the 2004-2005 Public Accounts. This $1,468.3 million includes statutory transfer payment funding for: the Farm 
Income Payment Program - FIPP ($991.5 million); and additional demand under the Canadian Agricultural Income Stabilization - CAIS program: ($417.2 million). The amounts were 
not anticipated at the time of preparation of the 2004-2005 RPP and are therefore not included in the Planned Spending figures. 


Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts. In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years, 


Table 9-A: User Fees Act! 


A. 2004-05 Planning Years 
Fee Date Last Forecast Actual Full Perfor- Forecast Estimated 
Fee Setting Modified Revenue Revenue Cost mance Performance Fiscal Revenue Full Cost 
User Fee Type Authority (B) ($000) ($000) ($000) Standard — Results Year ($000) ($000) 
Farm Improvement  R FIMCLA May 31, 1,030.0 897.0 1,329.0 Full cost Full cost recovery for 2005-06 538.0 1,511.0 
and Marketing Regulations 1999 recovery. 2004-2005 was not achieved 
Cooperatives Loans as the amount of registration 2006-07 n/a n/a 
Act (FIMCLA) fees received for the number 
Registration Fees of loans registered plus 2007-08 n/a n/a 
recoveries did not cover the 
amount paid for claims and 
administration costs, 
Fees charged for O = Access to 1992 1.3 1.3. 283.0 Framework 2005-06 1.5 275.0 
the processing of Information under 
access requests filed Act development 2006-07 ie 275.0 
under the Access to by TBS. 
Information Act More info: 2007-08 ie 275.0 
(ATIP) (2) http://lois,justice- 
gc.ca/en/a-1/8.html 
2004-2005 Sub-total (R) Regulatory Service 1,030.0 897.0 1,329.0 
Sub-total (0) Other Goods 
and Service ies 1283.0 
Total 1,031.3 898.3 1,612.0 
2005-2006 Sub-total (R) Regulatory Service 538.0 1,511.0 
Sub-total (O) Other Goods and Service 135 275.0 
Total 539.5 1,786.0 
2006-2007 Sub-total (R) Regulatory Service n/a n/a 
Sub-total (0) Other Goods and Service 1B 275.0 
Total 1.5 275.0 
2007-2008 Sub-total (R) Regulatory Service n/a n/a 
Sub-total (0) Other Goods and Service ip 275.0 
Total 1.5 275.0 


B. Date Last Modified: N/A 


C. Other Information: (1) The DPR instructions advised that this table be used only for revenues under the User Fee Act. The preliminary advice from our legal counsel 
indicated that only the FIMCLA program as well as the fees charged under ATIP are subject to the User Fee Act. 
(2) It is the Department's practice to waive fees where the total owing per request amounts to less than $25. There was a significant increase in the 
number of times fees were waived in 2004-2005 due to a new electronic disclosure service. In order to reduce costs and increase efficiency, documents 
released are provided on CD-ROM, which means that no reproduction fees are charged to the applicant. 


Notes: 

According to prevailing legal opinion, where the corresponding fee introduction or most recent modification occurred prior to March 31, 2004 the: 

* Performance standard, if provided, may not have received Parliamentary review; 

* Performance standard, if provided, may not respect all establishment requirements under the UFA (e.g. international comparison; independent complaint address); 
* Performance result, if provided, is not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 
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Table 9-B: Policy on Service Standards for External Fees 


A. External Fee Service Standard Performance Result Stakeholder Consultation 
Fees charged for the processing Framework under Statutory deadlines met The service standard is established by the Access to 
of access requests filed under development by TBS. 82% of the time Information Act and the Access to Information Regulations. 
the Access to Information Act (ATIP) — More info: Consultations with stakeholders were undertaken for 
http://lois.justice.gc.ca/ amendments done in 1986 and 1992. 
en/a-1/8.html 


B. Other Information: 


The department received one delay complaint this fiscal year and the investigation is still ongoing. 


It is the Department's practice to waive fees where the total owing per request amounts to less than $25. There was a significant increase in the number of times 
fees were waived in 2004-2005 due to a new electronic disclosure service. In order to reduce costs and increase efficiency, documents released are provided on 
CD-ROM, which means that no reproduction fees are charged to the applicant. 


Notes: 

As established pursuant to the Policy on Service Standards for External Fees: 

* Service standards may not have received Parliamentary review; 

* Service standards, may not respect all performance standard establishment requirements under the UFA (e.g. international comparison; independent complaint address); 
* Performance results are not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 


Table 10: Details on Project Spending* 


2002-2003 2003-2004 2004-2005 
Current 
Estimated Main Planned Total 
($ millions) Total Cost** Actual Actual Estimates Spending Authorities Actual 
Projects over $5 million 
Skyline Campus 11.0 - - ~ -— 0.6 0.6 
Projects With Specific Program Activities: 
Business Risk Management 
Enhancements to the Delivery Systems for the 
Business Risk Management Programs under the 
Agricultural Policy Framework (Project Definition Phase) 125.0 - 8.5 - - 15.8 15.8 
Total Business Risk Management 125.0 - 8.5 - - 15.8 15.8 
Environment 
Saskatchewan (Swift Current), Duncairn Dam, 
(Project Close-out Phase) 10.0 0.0 133 - 8.2 8.2 5.6 
National Land and Water Information Service (NLWIS), 
(Project Definition Phase) 100.1 0.4 29 15.1 13k 15.1 6.9 
Total Environment 110.1 0.4 _ Al 15.1 23.3 23.3 12.5 
Innovation and Renewal 
N.B. (Fredericton), Facility retrofit (Project Close-out Phase) (S) 21.7 13.5 0.9 - - - - 
Quebec (Lennoxville), Dairy Research Facility 
(Initial Planning and Identification Phase) 10.6 - - 0.9 0.9 0.9 0.5 
Ontario (Ottawa) Greenhouse and Growth Chamber Facility 
(Initial Planning and Identification Phase) 10.6 ~ ~ 0.8 0.8 0.8 0.2 
Alberta (Lethbridge), New multi-purpose facility 
(Project Close-out Phase) (5) 299 39 1.8 - - - - 
Total Innovation and Renewal 72.8 17.4 2.7 1.7 1.7 1.7 0.7 


Total for Projects over $5 million 
Notes: 


* All current approved projects with an estimated value of over $5 million are listed above. 
** The Current Estimated Total Cost number includes both expenditures made in previous years and expenditures forecast for beyond 2004-2005. 


** Future years’ Planned Spending for the Enhancements to the Delivery Systems for the Business Risk Management Programs under the Agricultural Policy Framework project is 
anticipated to total $100.7 million for an Estimated Total cost of $125.0 million, however, these resources have yet to be brought into the Department's reference levels. 
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Table 11: Status Report on Major Crown Projects 


Project Name 


Project Phase 


National Land and Water Information Service 
Project Definition 


1. Description 

The National Land and Water Information Service (NLWIS), an initiative under the environment chapter of Canada’s Agriculture Policy 
Framework (APF) aims to provide land, soil, water, air, climatic and biodiversity resource information to land use managers to support 
an environmentally sustainable agricultural sector. 

NLWIS will be a coordinated, national service providing easy and timely on-line access to detailed geospatial information and interpreta- 
tive models to support local and regional land use decision-making. It will leverage existing capability, scientific knowledge information 
expertise and technological capacity, strategically linking the land, soil, water, air, climatic and biodiversity information of federal, 
provincial, territorial and municipal governments, non-government organizations and the private sector. This partnership among the 
owners of the information is the foundation upon which NLWIS will be built. 

Through NLWIS, land managers community groups, the agricultural sector, all levels of government and the general public will be able 
to access meaningful geospatial information for all regions of Canada. 

A total of $100.1 million in funding has been identified for this Major Crown Project, of which $30 million is sourced from the 
reallocation of existing internal activities, and $70.1 million is new funding. 


2. Leading and Participating Departments 

Sponsoring Department: Agriculture and Agri-Food Canada 

Contracting Authority: Agriculture and Agri-Food Canada and/or 
Public Works Government Services Canada, 
depending on the contracting activity proposed 

Participating Departments: Under negotiation 


Note: To the extent possible, and consistent with the AAFC procurement review and approval framework, delegation to the Project 
Manager of authority to conduct procurements that are within AAFC’s procurement authority will be sought. 


3, Prime and Major Sub-Contractors 


Based on AFC's existing capabilities with regard to geomatics information technology applications, AAFC will retain overall responsibility 
for design, development, delivery and ongoing maintenance of NLWIS service. Private sector resources will be obtained when required 
to meet discrete identified gaps in AAFC’s internal capabilities or internal resource availability. 


In order to ensure compliance with project timelines and minimize transaction and administration costs, existing Government of Canada 
(GOC) and AAFC procurement instruments (Supply Arrangements, Standing Offers, etc) will be used as appropriate to the circumstances. 


Procurement of specialized IT and other professional services will be structured to maximize knowledge transfer to AAFC in order to 
ensure cost-effective maintenance of NLWIS. 


4, Major Milestones 


Preliminary Project Approval April 10, 2003 
Preliminary Project Approval Amendment March 20, 2004 
Data, Applications, Infrastructure, Partnerships and Expertise Plans Developed September 2004 
Consultations with Provinces and other stakeholders to define Business Requirements — September 2004 
Proof of Concept Developed October 2004 
Project Definition Phase Completion Winter 2004 
Effective Project Approval May 2005 


5. Progress Report and Explanation of Variances 
Effective Project Approval (EPA) was received in May 2005 


6. Industrial Benefits 


NLWIS is a national program that will use and provide information in all the provinces. The extent of regional and industrial benefits is 
being developed in the project definition phase. 


Table 12-A: Summary of Transfer Payments by Program Activity 
for Agriculture and Agri-Food Canada 


2002-2003 2003-2004 2004-2005 
Variance 
between 
Actual Actual Planned Total Actual Planned 
($ millions) Spending Spending Spending Authorities Spending and Actual 
GRANTS 
Business Risk Management 113.0 842.8 - 829.9 829.9 (829.9) 
Food Safety and Food Quality - - - - - - 
Environment 0.0 0.0 0.0 0.0 200 - 
Innovation and Renewal 32.5 26.0 $15 28.3 28.3 3.0 
National Farm Products Council ~ - 0.2 0.6 - 0.2 
Total Statutory Grants 842.8 0.2 830.5 829.9 (829.7) 
Total Voted Grants 145,5 26.0 31.3 28.4 28.3 3.0 
TOTAL GRANTS 145.5 868.8 31.5 858.9 858.2 (826.7) 
CONTRIBUTIONS 
Business Risk Management 1,824.6 3,012.5 1,167.8 1,704.8 1,638.9 (471.0) 
Food Safety and Food Quality - 0.0  3UL 30.1 45 25.6 
Environment TZ 1) 113.8 114.4 37.5 76.3 
Innovation and Renewal 58.1 66.0 714 56.2 49.5 22.0 
International 16.8 2337. 29.5 295 27.0 25 
Rural and Cooperatives 4.6 1.3 6.4 6.4 3.8 2.6 
Total Statutory Contributions 1,161.1 2,847.7 1,105.2 15727 LS7Z,/ (467.5) 
Total Voted Contributions 758.2 273.0 313.9 368.8 188.4 1255 
TOTAL CONTRIBUTIONS 1,419.0 1,941.5 1,761.1 (342.0) 
Total Statutory Grants & Contributions 1,161.1 3,690.5 1,105.4 2,403.2 2,402.6 (1,297.2) 
Total Voted Grants & Contributions 903.8 299.0 345.2 397.2 216.7 128.5 


TOTAL GRANTS & CONTRIBUTIONS 1,450.6 2,800.4 = 2,619.3 (1,168.7) 


Notes: 

Main Estimates figures are as reported in the 2004-2005 Main Estimates Part Il. 

Planned figures are as reported in the 2004-2005 Report on Plans and Priorities (RPP). Included were resources anticipated to be brought into the Department's reference levels 
through Supplementary Estimates ($10.2 million). 

Total Authorities are 2004-2005 Main Estimates plus Supplementary Estimates and Allotment transfers received during the 2004-2005 fiscal year, as well as internal adjustments 
and transfers (combined total of $1,360.1 million), as reported in the 2004-2005 Public Accounts. This $1,360.1 million includes statutory transfer payment funding for: the Farm 
Income Payment (FIP) Program: ($991.5 million); and additional demand under the Canadian Agricultural Income Stabilization - CAIS program: ($417.2 million). The amounts were 
not anticipated at the time of preparation of the 2004-2005 RPP and are therefore not included in the Planned Spending figures. 

Actual figures represent the actual expenditures incurred during the 2004-2005 fiscal year, as reported in the 2004-2005 Public Accounts. In certain cases, where Authorized 
amounts are unspent, they can be reprofiled for use in future years. 

Variance between Planned and Actual of ($1,168.7 million) is mainly a function of the Farm Income Payment (FIP) Program which was not anticipated at the time of prepara- 
tion of the Report on Plans and Priorities. This program, totalling $1 billion, was announced on March 29, 2005. In addition, there was additional demand of over $400 million 
under the Statutory Canadian Agricultural Income Stabilization (CAIS) program. 
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Table 12-B: Details on Transfer Payments Programs for 
Agriculture and Agri-Food Canada 


Name of Transfer Payment Program: Canadian Agricultural Income Stabilization (CAIS) (under the Agricultural Policy Framework - 
Business Risk Management Terms and Conditions - Statutory Program) 
Start Date: April 1, 2003 For APF-Business Risk Management (BRM) 

End Date: March 31, 2008 for APF-BRM funding 

Total Funding: $2.4 billion over 5 years 


Purpose of Transfer Payment Program: The purpose of the CAIS program is to help producers protect their farming operations from both small and large 
drops in income due to circumstances beyond their control. It is the successor to the Net Income Stabilization Account (NISA) which focused on stabilization, and 
to the Canadian Farm Income Program (CFIP) which focussed on disaster protection. The CAIS program commenced with the 2003 program year. 


Objective(s), expected result(s) and outcomes: The objective of the program is to help producers manage risks that result in both large and small decreases 
in their production margin relative to historical margins. 


The expected results/outcomes of the program are to: 
* Provide a whole farm stabilization and disaster mitigation approach. 
¢ Provide equitable treatment for all producers, regardless of the commodities they produce. 


¢ Assist in dealing with short-term income fluctuations as a result of risks outside a producer's control. 
* Manage risks that threaten the future profitability of farm operations. 

¢ Increase farm income stability. 

* Increase the producer's ability to manage agricultural risks. 


Achieved results or progress made: Extensive program promotion activities undertaken (producer information sessions, provincial staff training, industry spe- 
cific sessions, accountant and financial institution briefings) to increase awareness of the program. Successful implementation and delivery of 2003 program year in 
spite of many deadline changes and Implementation Agreement amendments. Additional response required to address industry specific issues such as Avian flu 
and BSE ie - CSA and TISP program delivery. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending _— Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants = = = a - J 

Total Contributions 278.7 1,266.0 386.8 804.0 804.0 (417.2) 

Total Transfer Payment Program 278.7 1,266.0 386.8 804.0 804.0 (417.2) 


Note: Net Income Stabilization Account (NISA) actual spending is included in the above figures for 2002-2003 and 2003-2004. CAIS is the successor to NISA. 
In addition to the amounts above, there was approximately $600M in expenditures in each fiscal year 2002-03 and 2003-04 for the APF NISA Bridge program. 


Table 12-B continued 


Name of Transfer Payment Program: Production Insurance (under the Agricultural Policy Framework-Business Risk Management Terms and 
Conditions - Statutory Program) 

Start Date: April 1, 2003 For APF-Business Risk Management (BRM) 

End Date: March 31, 2008 for APF-BRM funding 

Total Funding: $2.0 billion estimated over five years 


Purpose of Transfer Payment Program: The purpose of the program is to seek to stabilize farm income through cushioning the producer against the 
economic impact of production losses arising from natural hazards like drought, hail, frost and diseases. 


Objective(s), expected result(s) and outcomes: The objective of the program is to provide funding to assist producers in the agriculture and Agri-Food 
industry with the cost of insurance and to provide federal contributions to provinces for program administrative expenses. 


Expected Results/outcomes: The program will stabilize a producer's income by minimizing the economic effects of production losses caused by natural hazards 
like drought, flood, hail, frost, excessive moisture, and diseases. 


Achieved results or progress made: A total of 13 new options were offered, which include options for higher coverage, new crops, forage and for whole-farm. 
National participation for crop acreage remains unchanged at 70% near all time highs; Participation rate for forage acreage decreased because Alberta 
cancelled 2 forage programs.Transition to 2006 target of 60/40 federal-provincial cost share level is on target for all provinces. 


2002-2003 2003-2004 2004-2005 
Variance 
between 
Actual Actual Planned Total Actual Planned 
($ millions) Spending Spending Spending _—_ Authorities Spending and Actual 


Program Activity: Business Risk Management 


Total Grants ce = = . - ~ 
Total Contributions 255.3 403.6 404.8 400.5 400.5 43 


Total Transfer Payment Program 


Note: Crop Insurance actual spending is included in the above figures for 2002-2003. Production Insurance is the successor to Crop Insurance. 
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Table 12-B continued 
Name of Transfer Payment Program: Farm Income Payment (Statutory) 


Start Date: Program announced on March 29, 2005 
End Date: 
Total Funding: $841.5 million in general payments and $155 million in direct payments 


Purpose of Transfer Payment Program: The Farm Income Payment Program will begin delivering the money in April as part of a two-part plan to ease 
immediate financial pressures on farmers and allow for a transformation of the industry that addresses the root causes of declining farm income. 


Objective(s), expected result(s) and outcomes: To provide immediate federal assistance for cash-strapped Canadian farmers facing record low farm incomes. 
Achieved results or progress made: Program is not being delivered until 05/06 fiscal (although liability recorded in the 2004-05 fiscal year). 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants - - ~ 896.9 896.9 (896.9) 

Total Contributions - - ~ 94.6 94.6 (94.6) 


Total Transfer Payment Program 991.5 991.5 (991.5) 


Table 12-B continued 
Name of Transfer Payment Program: BSE/Cull Cow (under the BSE Recovery Program Terms and Conditions - Statutory and Voted) 


Start Date: June 2003 
End Date: March 31, 2006 
Total Funding: $810.7M for 3 phases 


Purpose of Transfer Payment Program: The purpose of this program is to deal with the sudden impacts of BSE on the beef industry. The aim of the program 
was to get the domestic market moving again and to improve returns to producers following border closure to Canadian cattle and beef. It consists of three 
phases: (i) The BSE Recovery Element, delivered in 2003-2004, offered several price incentives to help keep the domestic market moving and provided improved 
returns to feedlots and processors to move product through the chain in light of severely depressed prices caused by the USA border closure; (ii) The Cull Animal 
Element, administered in 2004-2005, makes a payment to producers for each eligible cull on inventory on December 23, 2003; and (iii) The Fed Cattle Set-Aside 
Element, the Feeder Calf Set-Aside Element, and the Managing Older Animals Element: the set aside element assists the industry in setting aside animals going to 
slaughter until market demand requires more slaughter and/or slaughter capacity increases. The Managing Older Animals Element provides a per load payment for 
proper euthanization of eligible animals. 


Objective(s), expected result(s) and outcomes: On June 18, 2003, the Bovine Spongiform Encephalopathy (BSE) Recovery Program was announced. The 
program objective was to provide temporary assistance to help the Canadian cattle and beef industry continue to operate immediately following the discovery of 
BSE in Canada while all international borders were closed. 


Expected Results/Outcomes: The program was designed to get the slaughter-processing sector unblocked and reduce the build-up of fed cattle for slaughter 
in feedlots and on farms.The program was also intended to assist packers to clear inventories of lower-value cuts, freeing up storage space and allowing processors 
to operate at increased capacity to serve the domestic market. 


Fed Cattle set Aside: Farmers encouraged by means of a payment to retain older animals on farm until an orderly slaughter could be arranged. Program has 
injected considerable stability and confidence into the sector by bringing the number of cattle presented for slaughter in line with available capacity. Stability in 
the fed cattle market also has positive trickle-down effects on the feeder and cow-calf markets. Improved market stability has resulted. After the start of the 
program, weekly prices have varied 2.5% in Alberta and 2.6% in Ontario, compared to 5% in Alberta and 7% in Ontario before the program, and compared to 
2% in Ontario before the BSE crisis. 


Managing Older Animals: There were no results achieved in 2004-2005, as the program was not implemented (no vested interest in the program yet). 


Achieved results or progress made: Farm Credit Canada and the Alberta Treasury Branches signed agreements with the federal government to provide loans 
under the Ruminant Slaughter Loan Loss Reserve Program (RSLLRP). Any decisions made by these or any other eligible lender to provide loans under the RSLLRP 
will be based on the business case of the applicant. The 2005 Federal Budget committed a further $17.1 million for the RSLLRP. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants - ~ - - - ~ 

Total Contributions - 402.9 WZ: 1312 134.1 (61.8) 


Total Transfer Payment Program 151.2 134.1 


Note: Budget 2005 announced that the Government would redirect $17.1 million of the BSE funding announced on September 10, 2004, to increase the ruminant Loan Loss 
Reserve Program and $80 million to start addressing disposal of specified risk materials from all animal feed. These amounts are included in the total BSE funding above. 
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Table 12-B continued 

Name of Transfer Payment Program: Payments in connection with the Agricultural Marketing Programs Act (Statutory) - 

Advance Payment Program 

Start Date: 1997 

End Date: On-going under the AMPA legislation 

Total Funding: Statutory Funding of $65.5 million per year including $39 million to cover interest payments and $26.5 million for defaults. 2005 Federal Budget 
provided for an additional $104 million over 4 years, starting in 2006-2007 

Purpose of Transfer Payment Program: The purpose of the Advance Payment Program (APP) is to provide cash advances to producers. 

Objective(s), expected result(s) and outcomes: The objective of APP is to improve cash flow at or after harvest. The Expected Results are to: 

* Provide producers with greater access to credit, in the fall, to assist with production costs. 


¢ Improved cash flow and marketing opportunities. 

Achieved results or progress made: Department entered into forty-seven (47) agreements with producer organizations across Canada, including the Canadian 
Wheat Board (CWB). These organizations advanced approximately $884 million to 30,399 producers. This amount represents an increase of $88 million compared 
to the 2003 crop year. During the 2004 crop year, the Department paid $8.2 million in interest costs related to 2004 crop year agreements 


2002-2003 2003-2004 2004-2005 
Variance 
between 
Actual Actual Planned Total Actual Planned 
($ millions) Spending Spending Spending _— Authorities Spending and Actual 


Program Activity: Business Risk Management 
EE ee 
Total Grants - 


Total Contributions 17.8 12.1 65.5 13.8 13.8 Sli: 
Total Transfer Payment Program 17.8 12.1 65.5 13.8 13.8 51.7 


Table 12-B continued 


Name of Transfer Payment Program: Spring Credit Advance Program (SCAP) (under the Agricultural Policy Framework - 
Business Risk Management Terms and Conditions - Statutory and Voted) 


Start Date: The SCAP program has been in place since 2000. In March 2003, the program was extended for five years under the APF 
End Date: 2007-2008 concurrent with the end of the APF 
Total Funding: $60M per year for interest payments, operating expenses and default claims, for a total of $300 million 


Purpose of Transfer Payment Program: The purpose of the SCAP program is to provide producers access to credit facilities in the spring to help them meet 
costs of inputs. 


Objective(s), expected result(s) and outcomes: The objective of the SCAP program is to provide access to credit in the spring to assist with spring seeding 
costs.The Expected Results/Outcomes are to: 


* Provide producers with greater access to credit in the spring to assist with input costs, 
¢ Improved cash flow. 
* Better farming practices by providing greater access to working capital in the spring. 


Achieved results or progress made: Department entered into twenty-nine (29) agreements with producer organizations across Canada, including the 
Canadian Wheat Board (CWB). These organizations advanced approximately $653 million to 35,825 producers. This advanced amount represents an decrease of 
$74 million compared to the 2003 crop year 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants - - - - - - 

Total Contributions 22 20.8 Se 63.4 16.9 40,3 


Total Transfer Payment Program 
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Table 12-B continued 


Name of Transfer Payment Program: Contributions in Support of Business Risk Management Programs under the Agricultural Policy 
Framework - Province Based Programs (Statutory) 


Start Date: April 1, 2003 

End Date: March 31, 2006 

Total Funding: $386.4 million (based on actual spending for 2003-2004 and forecast spending through to March 31, 2006 - funding both from the previous 
(Safety Net) and current (Agricultural Policy Frameworks). 
Purpose of Transfer Payment Program: The 13 bilateral Implementation Agreements (IAs) provide for funding of province-based programming through 
rollover or wedge funding during the transitional period between April 1, 2003 and March 31, 2006. This programming can be categorized as follows: research 
and development, enhancements to core programs, non-BRM types , and other (e.g. ASRA, Quebec's income stabilization program). 

Objective(s), expected result(s) and outcomes: The objective of Province-Based programming is to provide contributions to province-based initiatives in the 
agriculture and agri-food industry during the three-year period. The Expected Results/Outcomes are: The programming provides additional assistance to the 
agriculture and agri-food sector to allow provinces and territories flexibility as they transition to the new set of programs under the Agricultural Policy Framework 
(APF). As of March 31, 2006, programs that are compliant with the APF will be rolled into it; those that are not compliant will be phased out. 

Achieved results or progress made: Federal Funds are flowing to Province-based programs but these will be phased out by March 31, 2006. Agreements are 
in place for all existing Province-based programs, excluding 4 proposed programs. Significant progress has been made to verify provincial programs and individual 
projects are consistent with Canadian Environmental Assessment Act (CEAA) requirements. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants - - - - - - 

Total Contributions 164.3 128.0 173.6 108.7 108.7 64.9 


Total Transfer Payment Program 128.0 173.6 108.7 108.7 


Note: Safety Net Companion Programs and Contributions for Agricultural Risk Management actual spending are included in the above figures for 2002-2003. Province-Based 
Programs are the successor to Safety Net Companion Programs. 


Table 12-B continued 
Name of Transfer Payment Program: Quebec Gross Revenue Insurance Conditional Remission Order (Statutory) 


Start Date: The Gross Revenue Insurance Program (GRIP) was created in 1991-92. 
End Date: The agreement with all provinces was terminated in 1997 
Total Funding related to the Quebec surplus: $7.828 million, plus any accrued interest from April 1, 2004, for the 2004-05 fiscal year. 


Purpose of Transfer Payment Program: The purpose of GRIP was to stabilize revenues of grain and oilseed producers. It was a federal-provincial-producer 
premium-based insurance plan. When the agreement with all provinces was terminated in 1997, the provinces had the option of either rolling any surplus funds 
to a comparable program or returning surplus funds to the contributors in proportion to their shares of premiums. When Quebec terminated the program, the 
GRIP account had a surplus of $7.828 million of federal funding. Quebec requested authority to use the surplus to benefit Quebec grain and oilseed producers 
through the Production Insurance program. 


Objective(s), expected result(s) and outcomes: The objective of GRIP was to guarantee a crop-specific revenue, based on a support price and long-term 
average yield. 


Achieved results or progress made: Remission in the amount of $7.828 million, plus any interest payable on that amount accruing on or after April 1, 2004 is 
hereby granted to the Government of Quebec, representing a debt owing to Her Majesty in the Right of Canada under the terms of the Canada-Quebec 
2002-2004 Agreement on the Use of the Interest Generated by the Surplus in the Gross Revenue Insurance Plan Funds for Quebec Crops, subject to the condition 
that the Minister of Agriculture and Agri-Food enter into an agreement with the Government of Quebec under which the latter agrees to make that same amount 
available for the benefit of Quebec grain and oilseed producers through the Production Insurance Program established under the Canada-Quebec Implementation 
Agreement between the Government of Canada and the Government of Quebec for the purposes of implementing the Federal-Provincial-Territorial Framework 
Agreement on Agricultural and Agri-Food Policy for the Twenty-First Century. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending —_—_ Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants - - - - - - 

Total Contributions - - - 7.8 78 (7.8) 


Total Transfer Payment Program 
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Table 12-B continued 
Name of Transfer Payment Program: Canadian Farm Income Program (CFIP) - (Under the CFIP Terms and Conditions - Statutory and Voted) 


Start Date: The program was first in place for the 2000 tax year 
End Date: CFIP was a three-year program covering the 2000, 2001 and 2002 claim years. The deadline date for the final year of the program was October 15, 2003. 
The CFIP Program will not be in effect for the 2003 Stabilization Year and beyond as it is being replaced by the CAIS program. 

Total Funding: A total of $2.2 billion was made available to farmers over the three years of the program. 

Purpose of Transfer Payment Program: The purpose of the CFIP program was to provide disaster protection to producers. 

Objective(s), expected result(s) and outcomes: The objective of the Canadian Farm Income Program (CFIP) was to target assistance to Canadian agricultural 
producers who had experienced a sudden and severe decline in their farming income for reasons beyond their control. The program was in place for the 2000, 
2001 and 2002 tax years. The program was cost-shared on a 60:40 basis by federal and provincial governments. The CFIP program closed at the end of the 

2002 stabilization year. The goal of CFIP wind down was to have all files processed, adjustments completed, appeal dates closed and appeals heard by 

December 31, 2004. 

The Expected Results/Outcomes were: To assist producers who experience a sudden and severe decline in farm income for reasons beyond their control. 


Achieved results or progress made: Wind down of program is progressing as planned. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending Authorities Spending and Actual 
Program Activity: Business Risk Management 

Total Grants = = - a ub 2 

Total Contributions 481.6 87.2 - 54.1 54.1- (54.1) 


Total Transfer Payment Program 54.1 (54.1) 


Table 12-B continued 


Name of Transfer Payment Program: Contributions for Agriculture and Agri-food Sector Assistance - Environment 
(under the Agricultural Policy Framework - Non-Business Risk Management Terms and Conditions - Voted) * 


Start Date: 2003-2004 
End Date: 2007-2008 
Total Funding: Total transfer payment funding for the Environment Chapter of APF, with adjustments, is $369 million over 5 years 


Purpose of Transfer Payment Program: The purpose of the Environment programs is to support the adoption of management practices on farms across 
Canada, which are beneficial to the environment and economically sustainable. 


Objective(s), expected result(s) and outcomes: The objective of the Environment programs is to help the agriculture and agri-food sector achieve environ- 
mental sustainability in the areas of soil, water, air, and biodiversity. 


The expected results are to: 
* provide for the ongoing use of agri-environmental information, planning and management tools to support the stewardship ethic of producers; 


* support the implementation of environmental farm plans and support the adoption of environmental Beneficial Management Practices by agricultural producers 
in the management of land, water, air, and biodiversity. 


Achieved results or progress made: 


NAHARP - Updated 13 of 14 existing indicators, made progress on six of 12 new ones. Made significant progress on new AEls report due in 2005-2006. 


Regulatory Study - Finished Phase | of agri-environmental regulatory study. 


ETAA - Environmental Technology Assessment for Agriculture (ETAA) Program signed seven contribution agreements with industry. Initiated 65 collaborative 
research projects with industry to develop new technologies to assess the impacts of state of art technologies on the environment. 


Minor Use Pesticides - Completed and published 19 crop profiles to identify gaps in pest management strategies. Supported 12 minor use research projects. 
Conducted 23 research projects toward integrated pest management strategies and technologies. Conducted over 400 field trials for new minor uses of pesti- 
cides. Made 16 submissions to HC’s Pest Management Regulatory Agency (PMRA). 


Risk Reduction - Developed six pesticide risk reduction (PRR) strategies; supporting 22 other projects to implement strategies. 


EFP - 91.5 per cent of agricultural land has had first iteration of environmental scan completed, 8,637 farms have EFPs or Equivalent Agri-Environmental Plan 
implemented: current level of BMPs implementation through the NFSP totals 1,000 individual projects/producers. 

* Greencover Canada - An additioal 51,161 hectares (ha) were enrolled in the Land Conversion component of the Greencover Canada program in 2004-2005 
bringing the total area seeded to perennial cover to a total of 323,000 ha. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending —_—_ Authorities Spending and Actual 
Program Activity: Environment 

Total Grants - - - = = “ 

Total Contributions 137 12.2 109.3 109.3 32.4 76.9 


Total Transfer Payment Program 109.3 109.3 


Note: Also includes Contributions to bona fide farmers and ranchers, groups of farmers and small communities in Manitoba, Saskatchewan, Alberta and the Peace River District of 
British Columbia for the development of dependable water supplies. 
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Table 12-B continued 
Name of Transfer Payment Program: Prairie Grain Roads (PGRP) (Voted) 


Start Date: Implemented in 2001-2002 

End Date: 2005-2006 

Total Funding: $175 million over 5 years 

Purpose of Transfer Payment Program: The purpose is an infrastructure program to improve prairie roads used for grain transportation. 


Objective(s), expected result(s) and outcomes: The objective of the PGRP is to provide a federal contribution to the upgrading of some of the roads and 
secondary provincial highways used for the transportation of grain in the prairie provinces and in northeastern British Columbia. 


Expected Results/Outcomes: 

¢ Improved roadway and highway surfaces that had been degraded by additional heavy grain truck traffic; 

¢ Construction of new sections of municipal roads and secondary highways to carry incremental grain traffic; 
¢ Increased truck haul capacity and safety of prairie grain roads; 

¢ Infrastructure that supports the needs of a diversified agriculture sector in the Prairie Region. 


Achieved results or progress made: In 2004-05 an additional 301 kilometres of roads were approved for upgrading and/or construction. Since the start of the 
program in 2001, 2,724 kilometres of roads have now been approved for funding. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending Authorities Spending and Actual 
Program Activity: Innovation and Renewal 

Total Grants - - - - - - 

Total Contributions 36.3 33.1 44.4 35.1 35.1 9.3 


Total Transfer Payment Program 


Table 12-B continued 
Name of Transfer Payment Program: Advancing Canadian Agriculture and Agri-Food (ACAAF) (Voted) 


Start Date: The first and second calls for national project applications ended May 31, 2004 and January 5, 2005 respectively. 
End Date: An open application process, with no specific application deadlines, is planned over the remaining years of ACAAF. 


Total Funding: Total funding of approximately $240 million over 5 years 


Purpose of Transfer Payment Program: ACAAF was launched to better position Canada’s agriculture and agri-food sector at the leading edge to seize new 
opportunities. It is based on a three-pillar approach, including; Pillar |: “Industry-Led Solutions to Emerging Issues”; Pillar Il: “Capturing Market Opportunities 
By Advancing Research Results”; Pillar Ill: “Sharing Information to Advance the Sector’. ACAAF was developed as the successor to the Canadian Adaptation and 
Rural Development (CARD) II Fund. 


Objective(s), expected result(s) and outcomes: 

The ACAAF Program will be guided by the following objectives: 

¢ Expand the sector's capacity to respond to current and emerging issues; 

* Position the sector to capture market opportunities; 

* Actively and continuously engage the sector to contribute to future agriculture and agri-food policy directions; 


¢ Integrate sector-led projects tested and piloted under ACAAF into future government or industry initiatives. ACAAF complements the objectives set out in the 
Agricultural Policy Framework (APF). 

Achieved results or progress made: During the first year of ACAAF, AAFC received and considered 129 national proposals, of which 41 were approved by the 

end of the fiscal year. Others remain under consideration. Industry councils, established in each province and territory, provided additional funding under ACAAF 

for sector projects designed to meet regional needs. 


2002-2003 2003-2004 2004-2005 

Variance 

between 

Actual Actual Planned Total Actual Planned 

($ millions) Spending Spending Spending —_ Authorities Spending and Actual 
Program Activity: Innovation and Renewal 

Total Grants 31.7 25.0 30.3 273 273 3.0 

Total Contributions 13.1 21.8 6.1 33 2.0 4.0 


Total Transfer Payment Program ; 36.4 30.7 


Note: Canadian Adaptation and Rural Development (CARD) program actual spending is included in the above figures. Advancing Canadian Agriculture and Agri-Food (ACAAF) is the 
successor to CARD. 
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Table 12-B continued 


Name of Transfer Payment Program: Contributions for Agriculture and Agri-food Sector Assistance - International (Canadian Agriculture 
and Food International) (under the Agricultural Policy Framework - Non-Business Risk Management Terms and Conditions - Voted) 


Start Date: FY 2003-2004 

End Date: 2008 

Total Funding: Total incremental transfer payment funding for the International Chapter of APF, with adjustments, is $62.6 million over 5 years in addition 

to existing transfer payment funding of approximately $12.8 million/year ($64 million over 5 years) 

Purpose of Transfer Payment Program: The purpose of the CAF! program is to support industry initiatives that gain international recognition for Canada as 
the leader in supplying high quality, safe and innovative agriculture, agri-food, beverage and seafood products, produced in an environmentally responsible man- 
ner, which meet the demands of a highly segmented world market. CAFI also supports initiatives that expand Canadian industry's access to foreign markets to 
maximize the benefits realized from Canada’s reputation. 

Objective(s), expected result(s) and outcomes: The objective of the CAF Program is to support Canada’s agriculture and food industry by helping to build 
long-term international strategies that will ensure the industry is well-positioned to succeed in key markets, and to respond to increasing demands and 

global competition. 

The Expected Results/Outcomes are: 

* Gaining recognition and building markets 


¢ Improved market access 
¢ Enhanced capacity that responds to identified industry needs 


Achieved results or progress made: In 2004-2005, CAFI approved 36 long-term international strategies totalling $22 million. In addition, CAFI allocated 

$7 million to fund 29 short-term projects to assist industry in achieving short-term objectives in line with the CAFI program. Among many successful activities in 
2004-2005, the following are examples of what industry achieved with the help of CAFI funding: Through advocacy activities by the Canadian Livestock Genetics 
Association, the Government of China signed two protocols to re-open their market to the importation of bull semen and cattle embryos. Through focussing on the 
health attributes of canola, the Canola Council of Canada increased their sales of canola to the U.S. by 10%. Increased access to the EU for Canadian ice-wine was 
achieved by the Canadian Vintners Association who obtained self-certification standards from the EU for British Columbia and Ontario wineries. 


2002-2003 2003-2004 2004-2005 
Variance 
between 
Actual Actual Planned Total Actual Planned 
($ millions) Spending Spending Spending —_—_ Authorities Spending and Actual 


Program Activity: International Issues . 
——— ee ee 
Total Grants - - 
Total Contributions 16.8 23.4 29.1 29.2 26.7 bid 


Total Transfer Payment Program 29.1 


Note: Agri-Food Trade Program (AFTP) spending is included in the above figure for 2002-2003. CAFI is the successor to AFTP. 


Horizontal 


AAFC’s Horizontal Initiatives 


The objective of reporting on horizontal initiatives is 
to provide Parliament, the public and government 
with an overall picture of public spending and results 
achieved by departments working together. 


@ 4% 8 4 


A “horizontal initiative” is an initiative in which 


partners, from two or more organizations, have Amounts in this summary table refer to actual spend- 
agreed under a formal funding agreement ing by AAFC for 2004-2005. More complete informa- 
(e.g. Memorandum to Cabinet, Treasury Board tion on each initiative, including expenditures by 
Submission, federal-provincial-territorial agree- federal partners, is available on Treasury Board’s 
ment) to work toward the achievement of shared Horizontal Results Database El. 


Horizontal Initiative Information for 2004-2005 


Name of Horizontal _ Partners Description Actual AAFC Spending 
Initiative in 2004-2005 ($ million) 


Production Insurance Provincial Under the APF, Pl is one of two core federal-provincial BRM programs 
(Pl) governments available to Canadian producers. PI provides income protection against 
production losses resulting from uncontrollable natural hazards. 


Province-based Provincial and Under the APF, provinces and territories have been granted a three-year 
Programs territorial governments __ transitional period in which to provide risk management programs that are 
specific to the needs of their producers. These programs cover many 
needs, from enhancements to the core programs (CAIS and PI) to agricul- 
tural research and development. 


Canadian Agricultural Provincial and The CAIS program is one of two core business risk management programs 892.2 
Income Stabilization territorial governments —_ available to producers under the APF. The other core program is Production 

(CAIS) program and Insurance. CAIS integrates stabilization and disaster protection into a single 

residual payments program, helping producers protect their farming operations from both 

under other Business small and large drops in income. CAIS replaces the Canadian Farm Income 

Risk Management Program (CFIP) and Net Income Stabilization Account (NISA) program, 

programs both of which ended with the 2002 stabilization year. The 2004-2005 

fiscal year also included residual payments to producers under CFIP. 
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Name of Horizontal 


Initiative 


Bovine Spongiform 
Encephalopathy (BSE) 
Recovery Program 


(federal / provincial / 
territorial agreement) 


Farm Business Services 


Canadian Agricultural 
Skills Services 


MOU with Health 
Canada on Food 
Safety and Quality 
and Environment 


MOU with Canadian 
Food Inspection 
Agency (CFIA) on 
Food Safety and 
Quality 


MOU with Canadian 
Grain Commission 
(CGC) on Food Safety 
and Quality 


Partners 


Provincial and 
territorial governments 


Provincial and 
territorial governments 


Provincial and 
territorial governments 
Human Resources and 
Skills Development 
Canada 


Health Canada 


Canadian Food 
Inspection Agency 


Canadian Grain 
Commission 


Description 


Consists of three phases: 


(i) The BSE Recovery Program, which ran in 2003-04, offered several price 
incentives to help keep the domestic market moving and provided improved 
returns to feedlots and processors in light of severely depressed prices; 


(ii) The Cull Animal Program, which makes a payment to producers for 
each eligible older animal; and 


(iii) The Fed Cattle Set-Aside Program, the Feeder Calf Set-Aside Program, 
and the Managing Older Animals program. The set-aside programs will 
assist the industry in setting aside animals going to slaughter until 
slaughter capacity increases. 


These services will provide eligible farmers access to financial consultants who 
will help them assess their finances and develop succession, action plans 
and business plans (financial, marketing, value-added). Further details can 
be found at the following web link: www.agr.gc.ca/ren/cfbas/serv_e.cfm 


Farmers and/or their spouses will be offered assistance for skills develop- 
ment and access to training that could result in increased on- or off-farm 
income. Assistance will be provided to access training in areas such as 
improved farm practices and farm business management including 
accounting, finance, human resource management; training for other 
employment; or training to acquire skills for starting a new business. 


Financial support such as tuition fees for courses, supplies for courses as 
well as travel and accommodation will also be provided. 


To conduct research-related work in support of standard setting, on-farm 
food safety standards, national integrated enteric pathogen surveillance, 
and human health impact of on-farm anti-microbial use. 


To establish minimum standards, as well as inspection and enforcement 
strategies for medicated feed for food-producing animals. Also to establish 
the On-Farm Foods Safety Recognition Programs, which will provide gov- 
ernment recognition of HACCP-based food safety systems developed and 
implemented by national producer associations. 


To provide baseline data that will provide a benchmark on specific grain 
quality attributes. 


Actual AAFC Spending 
in 2004-2005 ($ million) 


134.1 
phase i: 0 
phase ii: 1.6 
phase iii: 132.5 


5.3 


(An additional 

$7.2 million was trans- 
ferred by AAFC to Health 
Canada for work done by 
Health Canada to pursue 
Health Canada and AAFC 
Strategic Outcomes) 


0 


(AAFC transferred 

$2.5 million to CFIA for 
work done by CFIA to 
pursue CFIA and AAFC 
Strategic Outcomes) 


0 
(AAFC transferred 
$118,000 to CGC for work 
done by CGC to pursue 
CGC and AAFC Strategic 
Outcomes) 


Name of Horizontal 
Initiative 


AAFC-Department of 
Foreign Affairs and 
International Trade 
(DFAIT) MOU on 
Agri-Food Specialists 
positions abroad 


MOU with 
Environment Canada 
(EC) on the National 
Agri-Environmental 
Standards Initiative 
(NAESI) 


Rural Development 


Co-operatives 
Secretariat 


Partners 


DFAIT 
(represented by 
International Trade 
Canada) 


Environment Canada 


Canadian Rural 
Partnership (32 federal 
departments and 
agencies), provincial / 
territorial governments 


19 federal departments 


"and agencies, 


provincial / territorial 
governments, 
co-operatives sector 


Description 


This MOU establishes the operational principles, management practices 
and performance measurement criteria for the 22 existing and 10 new 
agriculture and food specialist positions abroad. The objective is to enhance 
the delivery of services to Canadian exporters in areas such as agri-food 
business/investment development and market access/advocacy, through 
Canadian Embassies and High Commissions located in key export markets, 


Involves the development of non-regulatory agri-environmental “perform- 
ance standards” (i.e., outcome-based standards) that will address both 
desired levels of environmental quality, and the levels that are considered 
achievable based on available technology and practice. These standards 
will be integrated into management systems and practices used by pro- 
ducers and industry, which will help reduce environmental risks and pro- 
vide benefits to the health and supply of water, the health of soils, the 
health of air and the atmosphere, and ensure compatibility between biodi- 
versity and agriculture. Standards will be developed in four theme areas: 
Air, Water, Biodiversity and Pesticides. Soil Quality and Climate Change will 
be considered across all theme areas. 


The Government of Canada has mandated the Rural Secretariat, based in 
AAFC, with developing, coordinating, and implementing a national, coor- 
dinated, cross-government approach to better understand the issues and 
concerns of rural Canadians, and to encourage federal departments and 
agencies to make adjustments to their policies, programs and services to 
reflect the unique needs of rural communities. In conjunction with 

32 federal departments and agencies — the Canadian Rural Partnership — 
the Government of Canada aims to integrate its economic, social, 
environmental and cultural policies to enhance the quality of life for 

rural Canadians, 


The Co-operatives Secretariat was established in 1987 to help the 
Government of Canada respond more effectively to the concerns and 
needs of Canadian co-operatives. The Secretariat advises the government 
on policies affecting co-operatives, coordinates the implementation of 
such policies, promotes co-operatives within the federal government, and 
provides a link between the co-operative sector and the many federal 
departments and agencies with which they interact. 


Actual AAFC Spending 
in 2004-2005 ($ million) 


2.3 


(An additional $6.3 million 
was transferred from AAFC 


to DFAIT for work that 


supports AAFC and DFAIT 
_ Strategic Outcomes) 
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Key Goverr 


SUSTAINABLE DEVELOPMENT 


STRATEGY (SDS) 


Reporting on AAFC’s third Sustainable Development 


Strategy Sustainable Agriculture: Our Path Forward Gl, 


tabled in February 2004. 


1. What are the key goals, 
objectives, and/or long-term 
targets of the SDS? 


2, How do your key goals, 
objectives and/or long-term 
targets help achieve your 
department’s/agencies’ strategic 
outcomes? 


The APF with its integrated environmental, economic and social components, is AAFC’s third SDS and outlines how the 
department is working with the sector towards sustainable agriculture. The Leading by Example G2 section of the SDS 
demonstrates AAFC’s commitment to sustainable development in its own operations. 


The departmental priorities reflected in the six APF/SDS logic models are as follows: 


¢ Achieving environmental sustainability of the sector and progress in the areas of soil, water, air and biodiversity. 
¢ Minimizing the risk and impact of food-borne hazards on human health, increasing consumer confidence and 
improving the sector's ability to meet or exceed market requirements for food products. 
* Equipping the sector with new business and management skills, bio-products, knowledge-based production systems 
and strategies to capture opportunities and manage change. 
Enhancing producers’ capacity to manage risk and increasing the sector's viability and profitability. 
Equipping the sector with new bio-products, knowledge-based production systems and strategies to capture 
opportunities and manage change. 
¢ Expanding international opportunities for the Canadian agri-food sector. 
More detail on AAFC’s key goals, objectives and long term targets can be found in the six logic models on pages 48-82 
of the SDS. 
The objective of Leading by Example is to reduce AAFC’s ecological footprint. More information on the 
steps AAFC is taking to green its operations can be found in Annex A. The department plans to integrate 
sustainable principles into its operations by focussing on six priority areas: adopting green procurement 
practices, enhancing management of waste, water and waste-water, upgrading building efficiency, fleet 
management, land management and emergency preparedness and response programs. 


AAFC uses logic models in its SDS to clearly link our strategic outcomes, departmental program activities, end outcomes, 
targets, immediate/intermediate outcomes, deliverables, and activities. Performance indicators are also identified for each 
outcome level and deliverables. The logic models outline the logical sequence of expected results the APF components 
must follow in order to achieve AAFC’s strategic outcomes. 

The six logic models, in the areas of environment, food safety and quality, renewal, BRM, science and innovation, and 
international are found on pages 48-82 of the SDS. 
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Points to address 


3. What were your targets for the 
reporting period? 


4, What is your progress (this 
includes outcomes achieved in 
relation to objectives and progress 
on targets) to date? 


5. What adjustments have you 
made, if any? (To better set the 
context for this information dis- 
cuss how lessons learned have 
influenced your adjustments) 


Departmental Input 


The APF is AAFC’s SDS. The APF is a five-year, federal-provincial-territorial agreement that continues until 2008. As a 
result, the targets identified in the APF have been set for 2008. AAFC continues to work towards these targets with our 
provincial and territorial counterparts. Progress made towards the APF targets are reported on an annual basis through 
the APF Report to Canadians. 

The Leading by Example section of the SDS contains a number of commitments pertaining to internal operations under 
several priority areas, as outlined in Annex A. 


The APF is AAFC’s SDS. As a result, this performance report and the annual APF Report to Canadians provide details on 
the APF's progress to date in each of the APF priority areas. 


See Annex A for reporting against Leading by Example targets. 


The APF Review Panel (which includes non-government stakeholders and government officials) is currently conducting its 
annual review of the APF. The panel's report will help to inform any adjustments that may be necessary. 


Annex A 


SUSTAINABLE DEVELOPMENT STRATEGY Ill: 
LEADING BY EXAMPLE 


In Leading by Example, AAFC committed “to strive to 
lead by example to reduce its ecological footprint” by 
reducing reliance on natural resources and minimizing 
the impact of AAFC’s operations on the environment. 
The Department outlined plans to integrate sustain- 
able principles into its operations by focussing on six 
priority areas: 


1. Adopting green procurement practices 


AAFC has met its commitment by training 126 pro- 
curement staff at locations across the country in green 
procurement. 


2.Enhancing management of waste, water and 
waste-water 


Waste: A Waste Management Program Implementation 
Guide was developed to function as AAFC’s main tool 
in the implementation of a waste management program 
at all identified facilities. The guide describes all the 
interventions to be conducted in a step-by-step approach 
and covers solid, hazardous, biohazardous, radioactive 
and construction, renovation and demolition wastes. 
Subsequently, waste audits and waste characterizations 
were conducted at four main sites. In addition, waste 
reduction plans and waste management improvements 
recommendations were elaborated for these sites. 


Water and Wastewater: Leads for Water Quality and 
Wastewater were appointed in 2004-2005 to begin to 
manage these aspects. Planning was undertaken to 
establish baseline water quality information in 2004- 
2005. Detailed water quality assessment with targeted 
risk assessment and wastewater audits. These activities 
will provide information on the current status of these 
aspects and the nature and scope of future work. 


Progress on the targets for waste and wastewater is 
behind schedule. The department’s ability to complete 
audits on all main facilities over the next two years 
will depend on availability of funds. 


3. Upgrading building efficiency 


Due to the annual reporting cycle, outcomes of energy 
efficiency projects cannot be evaluated until all 
2004-2005 building energy data is received and 
reviewed. AAFC’s GHG emission level for 2003-2004 


was essentially at target level (0.2 per cent above). 


In 2004-2005, several building energy efficiency-related 
projects were completed at various sites including: a 
feasibility study and beginning of implementation for 
summer shut down of a steam plant, a wind energy 
feasibility and design study, conversion to more energy 
efficient variable-speed fume hoods, and an energy 
management upgrade of building controls. 


4. Improving vehicle use by reducing the use and size 
of vehicles, using proper vehicles for work, acquiring 
alternate fuels vehicles and using green fuels 


During 2004-2005 AAFC purchased 63 alternative fuel 
vehicles, 34 of which were flex-fuel vehicles capable of 
burning up to 85 per cent ethanol-blend gasoline. 

Ten more were hybrids (gas-electric). This represented 
75 per cent of the department’s fleet purchases. AAFC 
also trained over 1,200 employees in green driving 
practices through the Green Defensive Driving Course 
which is designed to teach employees to drive more 
safely and to reduce gas consumption. AAFC also offi- 
cially opened the first natural gas refuelling station in 
Atlantic Canada in Fredericton, New Brunswick, a 
joint project with Natural Resources Canada. 
Currently the department has eight vehicles in 
Atlantic Canada operating with natural gas fuel. 


5. Adopting best practices related to land management, 
such as piloting development of EFP for AAFC 
lands and taking appropriate steps to manage con- 
taminated sites, storage tanks and halocarbons 


Two pilot EFPs were completed in Saskatchewan with 
training provided by the province. Lessons learned will 
be shared with other sites. 


Significant progress was made in the management of 
contaminated sites. Environmental site assessments 
(ESA) were carried out at 30 properties in 2004-2005, 
bringing the assessments completed to date to an 
estimated 75-80 per cent of the ESA work required to 
assess AAFC’s properties. 
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AAFC’s contaminated sites are relatively low risk. 
Currently, AAFC has no Class | (high risk) sites, and 
only one Class 2 (medium risk) site. The Class 2 site 
was discovered in 2004-2005 fiscal year, and follow-up 
work will be completed in 2005-2006. 


Since April 1, 2003, AAFC has remediated six Class 2 
(medium risk) sites and two other non-Class 1 or 2 
sites requiring risk reduction. Four other Class 2 sites 
have been reclassified to lower classifications as a 
result of additional follow-up assessment work. 
Progress on this commitment is on track. 


Of the 22 abandoned fuel storage tanks targeted for 
removal two years ago, 20 have been removed and dis- 
posed of. Additional tanks that have been discovered 
since then are being dealt with on a region-by-region 
basis. Approximately 100 other tanks have also been 
removed and replaced with modern models which are 
compliant with current regulations. 


In response to concerns over consistency in the appli- 
cation of the Federal Halocarbon Regulations, the 
department formed a halocarbon working group to 
plan and conduct site visits at all major facilities. The 
group developed a plan to clarify the implementation 
of regulations, provide materials to assist with inter- 
pretation and record keeping and to recommend 
improvements to the management of halocarbons at 
each site. These visits will take place over 2005-2006. 
In addition, a guide to the implementation of the reg- 
ulations was prepared to assist local facility managers 
in achieving compliance at their sites. The depart- 
ment is now on track to achieve significant progress in 
its knowledge and management of its Ozone Depleting 
Potential and Global Warming Potential. 


6. Emergency Preparedness and response programs 


Guidelines on response to environmental emergencies 
have been sent to all locations. In addition, an inte- 
grated approach is being planned to develop emer- 
gency response plans for all types of emergencies 
(environmental, health and safety etc.). 


SERVICE IMPROVEMENT 
INITIATIVE 


Citizen-Focussed Service 


The APF is citizen-focussed in that its programs were 
developed through extensive consultation with stake- 
holders and in that it uses partnerships (federal- 
provincial-third party) for the most effective delivery. 
Although the Treasury Board’s Service Improvement 
Initiative sunsets in 2005, its objectives remain a 
major part of the department’s commitments under the 
Citizen-Focussed Service element of the MAF 


To fulfil those wider commitments, in 2004-2005 
AAFC launched the development of an Integrated 
Business Service Delivery Strategy, with the objective 
of improving its client service delivery through key 
points of access such as the Internet, telephone, 
in-person and paper-based mail. In addition to the 
Service Improvement Initiative, the Integrated Business 
Service Delivery Strategy is in line with the Government 
On-Line Service Transformation agenda, that rein- 
forces how services are delivered to citizens. 


There are four key elements in AAFC’s future client 
service model within the Strategy: 


1. Client Service and Access — concentrates on 
improving accessibility and quality of services. This 
element captures Service Improvement require- 
ments such as client satisfaction measurement and 
service standards. Projects in this element include 
client segmentation and channel integration; 


2. Program Service and Delivery — focusses on how 
programs are designed and the role of delivery part- 
ners. Projects in this element include the Common 


Participant Database and AAFC’s My Account; 


3. Information Management — will examine issues 
such as data definitions to allow better information 
sharing. Projects include data management and per- 
formance management; and 


4. Governance — will focus on developing the right 
structures and processes to support the development 
and implementation, with projects such as develop- 
ment of a communication and readiness plan. 


AAFC will develop an incremental implementation 
plan for the Strategy. This will ensure the proper buy- 
in and that investments are in place for the eventual 
full implementation of the Strategy. 


Statutory Annual 


AGRICULTURAL MARKETING 
PROGRAMS ACT (AMPA) 


2004 Crop Year Annual Report 


AMPA received Royal Assent on April 25, 1997. The 
Act has three parts, the Advance Payments Program 
(APP), the Government Purchases Program (GPP) 
and the Price Pooling Program (PPP). The Act also 
includes the interest-free provision on cash advances 
for the APP. The 2004 crop year is the eighth year of 


operation for the programs under the Act. 


In 2001, the Minister of Agriculture and Agri-Food 
performed an evaluation of AMPA in accordance with 
the Act. A report on the findings was tabled in 
Parliament on April 2, 2004. Amendments to the 
AMPA will be proposed to extend agricultural cash 
advance programs to livestock producers and to ensure 
that the current cash advance programs are consistent 
with the “whole farm” principles of the APE 


Advance Payments Program 


Under the APP, the Government guarantees the 
repayment of advances producer organizations issue to 
producers as a means of improving cash-flow at or after 
harvest. Each producer can obtain up to $250,000 
with the Government paying the interest on the first 
$50,000 advanced to each producer. The advances are 
based on the security of the crop the producers have in 
storage and are repaid as the crop is sold. Should a 
producer not repay the advance, the Government 
reimburses the producer organization for a percentage 
of the advance and the producer becomes indebted to 
the Crown for the amount of the payment. 


The purpose of the advances is to improve marketing 
opportunities for producers. The advances allow pro- 
ducers to market the crops later in the year when the 
market conditions may result in better prices. As the 
crops are marketed throughout the year, the program 
encourages a more orderly marketing of crops. 


For the 2004 crop year, the department entered into 
47 agreements with producer organizations across Canada, 
including the CWB. These organizations advanced 
approximately $884 million to 30,399 producers. This 
amount represents an increase of $88 million com- 
pared to the 2003 crop year. During the 2004 crop 
year, the department paid $8.2 million in interest costs 
related to 2004 crop year agreements. As the agree- 
ments cover the entire marketing period for the 2004 
crop and are in effect until the fall of 2005, additional 
interest costs will be incurred and the producer organi- 
zations will not be in a position to make any claims on 
the Government guarantee until after this time. In 
recent years, the default payments under the program 
are one per cent or less of the amount advanced. 
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Crop Year Number CWB Non-CWB Total Default Interest 

of PO Advances Advances Advanced Payments by Costs by 

5M $M $M fiscal year $M crop year $M 

(1) (2) (3) (4) (5) (6) 

2000 53 612 362 | 974 3,7 24 

2001 54 509 304 813 oe Td 

2002 49 324 311 635 7 8.6 

2003 48 463 333 796 3.4 8.6 

2004 47 435 449 884 8.8 8.2 
M = Million 


PO = Producer Organizations 


The information provided in columns (1) to (4) and (6) is based on a crop year, which is approximately August 1 to July 31 and therefore, does not coincide with the Government's 
fiscal year. Consequently, the amounts provided for interest costs will not be the same as those provided in the Public Accounts which are on a fiscal year. 


The default payments (5) for 2004-2005 fiscal year includes $7M for the CWB defaults which could be paid in a worst-case scenario. $1.8M has been expended to date for other 


producer organizations defaults. 
The total interest costs for 2004 crop year is as of June 20, 2005. 
The 2003 figures have been updated. 


Government Purchases Program 


Under the GPP, the Minister of Agriculture and 
Agri-Food, with the authorization of the Governor in 
Council, may purchase and sell agricultural products. 
This authority would be used when unusual market 
conditions exist, and by intervening, the Minister 
could improve the marketing environment for a given 
product. Since AMPA was enacted, this part of the 
Act has not been used. 


Price Pooling Program 


The purpose of the program is to facilitate the market- 
ing of agricultural products under a cooperative plan. 
Under the PPP, as was the case under the former 
Agricultural Products Cooperative Marketing Act kk, the 
government guarantees a minimum average wholesale 
price for an agricultural product sold by a marketing 
agency. The price guarantee agreement entered into 
with the marketing agencies protects it against unan- 
ticipated declines in the market price of their products 
and covers the initial payment made to producers plus 
costs incurred by the agencies to market the product, 
to a fixed maximum. Program participants use the 
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price guarantee as security to obtain credit from lend- 
ing institutions. This credit allows the marketing 
agency to improve the cash-flow of producers through 
an initial payment. The initial payment is made to the 
producer by the marketing agencies upon delivery of 
the agricultural product. The price guarantee is set at a 
percentage of the expected average wholesale price of 
the product for a given crop year. Should the average 
wholesale price received by the marketing agency for 
the crop year be below the guaranteed price, the 
Government reimburses the agency for the difference 
from the Consolidated Revenue Fund. 


For the 2004 crop year, approximately $57 million in 
price guarantees were provided to seven marketing 
agencies across Canada for the benefit of 18,368 pro- 
ducers. There are no claims anticipated for the 2004 
crop year. 


PPP Historical Summary of Agreements 


Crop # of # of Total 
Year MA Producers Guarantee $M 
2000 5 20,650 134.8 
2001 4 19,350 123.9 
2002 5 19,450 65.4 
2003 7 20,700 42.1 
2004 7 18,368 57.1 
M = Million 


MA = Marketing Agencies 

Total guarantee amounts prior to 2004 have been updated to show actual guaranteed 
amounts rather than estimated. 

The 2004 Crop year guarantee amount may increase as the pools remain open until 
the end of the crop year. 


Crop Year # of PO Total 

Advanced 

5M 

(1) (2) 

2000 20 357 

2001 24 673 

2002 5 712 

2003 27 AE 

2004 29 653 
M = Million 


PO = Producer Organizations 


Spring Credit Advance Program 


In 2000, the Department implemented the SCAP to 
assist producers in financing the input costs of their 
crops in 2000 and 2001. This program has continued 
into the 2002 crop year, and has been extended for 
five additional years under the APE. The program 
essentially moves the benefits of APP forward to 

the spring. 


Given the similarities of SCAP and APP, the Minister 
of Agriculture and Agri-Food included SCAP in the 
evaluation of the AMPA. A report on the findings was 
tabled in Parliament on April 2, 2004. 


For the 2004 crop year, the Department entered into 
29 agreements with producer organizations across 
Canada, including the CWB. These organizations 
advanced approximately $653 million to 35,825 pro- 
ducers. This advanced amount represents a decrease of 
$74 million compared to the 2003 crop year. 


Administration Default Total Interest 
Costs by Payments by Costs by 

crop year $M fiscal year $M crop year $M 
(3) (4) (5) 

0.653 aa itz 

0.638 3.8 15.8 

0.9 2.5 12.2 

0.852 49 eid 

0.768 Ps 10 


The SCAP crop year period is approximately April 1 to December 31 therefore the information provided in columns (1) to (5) could either be interpreted by crop year or fiscal year, 


except 2000 and 2001 default payments. 


The administration costs (3) for 2002 onward are composed of payments made to the producer organizations and crop insurance agencies to cover costs related to the SCAP. Prior 


to 2002, administration costs included only payments made to the PO. 


The default payment for 2004 is the outstanding amount still with the PO of $7.5M, which could be payable in a worst-case scenario. 
The default payments prior to 2004, do not include the outstanding amount still with the PO of $3.1M (2000-2003), which could be payable in a worst-case scenario. 
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Farm Improvement and Marketing 


Cooperatives Loans Act 


Annual Report 2004-2005 


FIMCLA helps producers and their marketing cooper- 
atives with their financing needs through guaranteed 
loans resulting in market expansion, farm innovation, 
value added-processing and environmentally sustain- 
able farming. The program facilitates the availability 
of credit to improve farm assets, strengthen production 
and/or improve financial stability. Under FIMCLA, 
the Minister of Agriculture and Agri-Food provides a 
loan guarantee to designated lending institutions and 
is liable to pay 95 per cent of a loss sustained by the 
lending institution. These loans can be granted for up 
to 80 per cent of the purchase price or the appraised 
value of the property for which the loan is requested. 
Producers and producer-owned marketing cooperatives 
apply directly through a lending institution. 


The table below provides statistics on the operation of 
this program since fiscal year 2000-2001. FIMCLA 
provided almost $739 million in loan guarantees to 
the farming sector over the last five years. Payments 
and costs have exceeded revenues and recoveries by 
$7.5 million. During fiscal year 2001-2002, a Risk 
Analysis Study was conducted to establish the fee 
required to cover program administration and future 
liabilities under the guarantee. The study concluded 
that the registration fee of 0.85 per cent was sufficient 
to cover both administration costs and future liabilities 
based on an annual volume of $230.1 million in 
registered loans. 


For the fiscal year ending March 31, 2005, 2,829 loans 
totalling approximately $105.1 million were guaranteed 
under FIMCLA. This figure is down from 3,155 loans 
totalling $105.6 million made in 2003-2004, a decrease 
of 0.5 per cent in the value of loans registered. The 
majority of loans were issued in the province of 
Saskatchewan with 70 per cent, followed by Ontario 
and Manitoba with 9.3 per cent and 7.2 per cent 
respectively. The majority of the loans were issued in 
the grains and oilseeds sector which comprised 

58 per cent of the portfolio, followed by the beef 
sector with 27 per cent. The predominant reason for 


loans issued was farm implements which accounted for 
53 per cent, followed by additional land and consoli- 
dation/refinancing with 14 per cent, and 9 per cent 
respectively. These trends are consistent with previous 
years; however, consolidation/refinancing has 
overtaken equipment and livestock this year as 
predominant reasons. 


FIMCLA came into effect in 1988 replacing the Farm 
Improvement Loans Act (FILA) (©. Since then, loans 
worth over $4.1 billion have been issued and registered 
under FIMCLA. The loans outstanding (FILA & 
FIMCLA) are estimated at $760 million and the gov- 
ernment’s claims paid rate accounts for 1.03 per cent 
of the loans issued. Recoveries on claims during this 
period averages 0.38 per cent of the amount of loans 
guaranteed; therefore the net cost of claims averages 
0.65 per cent. The government’s contingent liability 
in respect of the loans outstanding at the end of 
March, 2005 amounted to $236 million due to a 
clause in the Act limiting the Minister’s liability to 
any one lender (90 per cent of the first million dollars 
issued by the lender, 50 per cent of the second million 
and 10 per cent of the remaining balance). 


Because of the decline in demand for its services, 
FIMCLA was evaluated in 2004-2005. The current 
FIMCLA will continue while analysis is conducted to 
determine if FIMCLA or a like instrument can be used 
to address debt-financing needs of beginning farmers, 
inter-generational transfers, and agricultural co-opera- 
tives. In the meantime, loan applications submitted 

to AAFC by March 31, 2005 remained eligible for 
consideration, just as all current guarantees under the 
program will be maintained. 


General Statistics Regarding the Farm Improvement and Marketing Cooperatives Loans Act 


2000-2001 2001-2002 2002-2003 2003-2004 2004-2005 
Number of new loans registered 6,304 5,659 4722 3,155 2,829 
Value of new loans registered ($000) 189,087 178,732 160,425 105,601 105,095 
Loan registration fees received ($000) 1,574 1,527 eye 902 897 
Claims paid ($000) 963 2,694 2,590 2,376 1,620 
Recoveries of claims paid out ($000) 344 158 255 272 394 
Administration costs ($000) 1,000 1,000 1,000 1,000 1,000 
Net gain or loss ($000) -45 -2,009 -1,963 -2,202 -1,329 


Claims paid amount in 2002-2003 has been updated to reflect claims amounts not paid that had been in the review process. 
Claims paid amount in 2003-2004 includes the amount of claims still in the review process, $978,013 of which may or may not be paid in full by the department depending on the 


eligibility of the claim. 


Claims paid amount in 2004-2005 includes the amount of claims still in the review process, $729,658 of which may or may not be paid in full by the department depending on the 


eligibility of the claim. 


Claims paid out in a fiscal year are not necessarily related to loans issued in the same year and could include claims paid out against guarantees issued under FILA. 


Canadian Agricultural Income 
Stabilization = / 
Net Income Stabilization Account 


On December 11, 2003, the Minister of Agriculture 
and Agri-Food announced that the APF had received 
the necessary signatures required for implementation. 
This resulted in the launching of CAIS program and 
the ending of the NISA program after the 2002 


stabilization year. 


CAIS program integrates stabilization and disaster pro- 
tection into a single program, helping producers pro- 
tect their farming operations from both small and large 
drops in income. The CAIS program is a whole-farm 
program available to eligible farmers regardless of the 
commodities they produce. 


With the CAIS program, participants select a protec- 
tion level for their operation and then make the nec- 
essary deposit to secure that protection level. Program 
payments, which include funds from their account and 
a government contribution, are made when the partic- 
ipant's margin in the program year falls below their 
reference margin. The greater the loss, the larger the 
government contribution. 


Program payments are cost shared 60/40 (federal/ 
provincial or territorial). The program is delivered by 
several administrations including the federal adminis- 
tration. The federal administration invoices provinces 
for their 40 per cent share of program payments which 
are held in a specified purpose account and drawn 
down as applications are processed. 


The federal government and the provinces approved 
the wind down of the NISA Program at the end of the 
2002 stabilization year. Participants have a maximum 
of five years (March 31, 2009), with minimal annual 
withdrawals of 20 per cent, to withdraw their funds 
from the Program. 
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The Consolidated Revenue Fund records the following 
transactions related to the CAIS and NISA programs: 


e the provincial share of CAIS funds received to 
cost/share payments to producers; 


® government matching contributions on NISA par- 
ticipant matchable deposits, for the 2002 stabiliza- 
tion year, with the exception of Alberta, the federal 
and provincial governments provided base matching 
contributions equal to two-thirds and one-third, 
respectively of participant matchable deposits. 
The federal Government contributed the full three 
per cent for Alberta; 


® interest paid by the federal government on NISA 
funds held in the Consolidated Revenue Fund, at 
rates and in accordance with terms and conditions 
determined by the Minister of Finance; and 


® interest paid by participating financial institutions 
on NISA funds held for participants, at rates set by 
negotiation between the participant and the finan- 
cial institution. 
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Parliamentary Committees and 
Audits and Evaluations 


PARLIAMENTARY COMMITTEES 


Reports of the Standing Senate Committee on 
Agriculture and Forestry 


“The BSE Crisis - Lessons for the future” - 
April 2004 


The Senate Standing Senate Committee on Agriculture 
and Forestry tabled in April 2004 an interim report 
entitled “The BSE Crisis - Lessons for the future.” 
This report followed a series of meetings held in 
March and February 2004 examining issues related to 
BSE in Canada. In total, the committee heard from 

27 witnesses from all sectors of the beef value chain, 


including the Minister of AAFC. 


The report underlined the crisis faced by the Canadian 
cattle industry since the discovery of BSE, and the 
negative impacts of the closure of the U.S. border to 
Canadian cattle. Emphasis was put on the need to 
further develop, and enhance, Canada’s processing 
industry to increase domestic slaughter capacity. 


The second major theme of the report was on the 
importance for Canada, the U.S. and Mexico to 
enhance the harmonization of sanitary and phytosani- 
tary standards. It is in the best interests of all eco- 
nomic partners that the trading system be based on 
sound scientific grounds. The Committee noted that 
by harmonizing health standards and protocols across 
the North American cattle industry, we could make 
sure that, when an animal health issue arises in some 
part of the continent, proper measures are taken to 
contain the problem, but markets continue to func- 
tion. In fact, in many cases, closing the border entirely 
may not increase the level of safety, and may only put 
an undue burden on farmers. 


The interim report contained two recommendations: 


Recommendation 1: That the Government of Canada 


funnel some of the venture capital funding announced 
in the budget specifically into additional value-added 
capacities for the livestock sector in both western 

and eastern Canada, and develop with the industry a 
long- term vision for further processing in that sector. 


Recommendation 2: That Canada and its North 
American partners use the lessons learned from the 
BSE crisis and the OJE recommendations to enhance 
the harmonization of their sanitary and phytosanitary 
standards and, to this end, that they set up a perma- 
nent NAFTA agricultural secretariat with the 
mandate to use these standards and generate reports 
including recommendations for actions by NAFTA 
partners to regulate the trade flow when a sanitary or 
phytosanitary issue occurs. 


The Minister of Agriculture and Agri-Food responded 
to the Committee report in August 2004, by letter. In 
his response, the Minister outlined measures 
announced and actions taken by the Government of 
Canada to assist the Canadian cattle industry to cope 
with the effects of the closure of the U.S. border to 
Canadian cattle. The Minister also commented on the 
recommendations contained in the report. He noted 
that Recommendation | was worth exploring. The 
Government of Canada announced in September of 
2004 a repositioning strategy aimed at assisting 
Canada’s livestock industry in repositioning itself to 
ensure its long-term viability. 


AAFC and the portfolio agencies endorsed 
Recommendation 2, and negotiations have been 
on-going between Canada, the U.S. and Mexico. 


The full report of the committee can be found at: 
http://www.parl.gc.ca/37/3/parlbus/commbus/senate/com-e/ 
agri-e/rep-e/repintapr04-e.htm#Bridging%20Measures 


AAFC’s 2004-2005 Departmental Performance Report 


Ss 


AAFC’s 2004-2005 Departmental Performance Report 


100 


“Value-added agriculture in Canada” - 
December 2004 


The Senate Standing Senate Committee on Agriculture 
and Forestry also tabled in December 2004 a report 
entitled “Value-added agriculture in Canada.” 

The Committee began work on this study on the 
development and marketing of value-added agricultural, 
agri-food and forestry products in September 2003. 
The witnesses consisted of farm groups, agri-food trade 
representatives, farmer-owned co-operatives, cottage 
industry producers, the Internal Trade Secretariat and 
federal government officials from the NFPC, the CFIA 
and AAFC. The Committee held 13 meetings and sat 


for over 25 hours, hearing 33 witnesses. 


Throughout the report, special focus is put on the pro- 
ducer, and the new challenges facing the agriculture 
and agri-food sector. The recommendations were 
grouped in nine general themes: Food Safety, Quality 
Standards, Organic Agriculture, Farmer-Owned Food 
Processing and Co-operatives, Supply Management, 
Local Experience and Marketing, Research and 
Innovation, International Trade, Interprovincial Trade. 


The Committee strongly argued that Canada should 
make a priority of developing its value-added sector to 
help meet the present and future challenges facing the 
industry. It also recommended that the federal govern- 
ment be innovative in its approach to informing farm- 
ers of value-added opportunities and promoting 
high-quality Canadian products around the world. 


The report contained 22 recommendations that 
touched AAFC and its portfolio agencies: 


Recommendation 1: That the federal government 
expand the application of food safety systems such as 
the HACCP system among commodity sectors, and 
enhance funding to help small-scale food producers 
and processors achieve HACCP standards or other 
similar food safety and monitoring standards. 


Recommendation 2: That the federal government 
assist the wine industry in Atlantic Canada with fund- 
ing for the development of a quality-assurance gover- 
nance system in order to facilitate the implementation 
of national Vintners Quality Alliance standards. 


Recommendation 3: That the costs associated with 
CFIA food safety requirements that are put in place 
due to the adoption and enforcement of national wine 
standards be waived for the first two years of imple- 
mentation for small wineries. 


Recommendation 4: That the federal government 
work with the organic sector throughout the value 
chain, and help establish an organic value-chain round 
table to address issues that restrict the production, dis- 
tribution and retailing of organic agricultural products. 


Recommendation 5: That the federal government 
provide leadership and work with the provinces and the 
organic industry to put in place national regulations 
specifically on the labelling of products of organic 
agriculture, no later than 2005. 


Recommendation 6: That the federal government 
develop tax and expenditure incentive programs that 
recognize the extent to which organic practices benefit 
the environment, in order to help farmers make the 
transition to organic farming. 


Recommendation 7: That the federal government 
commission a study to examine the CWB’s organic 
grain policy, with the goal of facilitating the marketing 
of Western organic wheat and barley. 


Recommendation 8: That the federal government 
investigate options such as loan guarantees and other 
measures that would increase access to capital for 
farmers considering the purchase of New Generation 
Co-operatives shares. 


Recommendation 9: That the CWB allow further 
flexibility in developing New Generation Co-opera- 
tives in Western Canada. 


Recommendation 10: That the federal government 
facilitate the development and marketing of value- 
added agriculture within the supply management sys- 
tem by revisiting, with the industry, the system’s 
regulations and terms. 


Recommendation 11: That the federal government 
introduce or increase marketing initiatives through 
the Canadian Agriculture and Food International pro- 
gram, and other programs, to aggressively promote 
high-quality Canadian products domestically and 
around the world. 


Recommendation 12: That the federal government 
provide to all farmers national and international semi- 
nars on a continuous basis. 


Recommendation 13: That the federal government 
establish a “One- Stop Web Center” that would 
communicate agricultural programs, research and 
other initiatives. 


Recommendation 14: That the federal government 
increase funding for agricultural research and develop- 
ment in areas specific to the public interest, such as 
food safety and the environment. 


Recommendation 15: That the federal government 
adopt a comprehensive national research framework 
that considers broad agricultural research issues across 
commodity sectors. 


Recommendation 16: That the federal government 
establish a cross-sector value-added round table 
focussed on issues specific to agricultural research and 
innovation. 


Recommendation 17: That Canada’s WTO negotia- 
tions identify, as one of Canada’s priorities, the reduc- 
tion of tariff rate escalation practices of setting higher 
tariffs on processed products. 


Recommendation 18: That the federal government 
consult, and include in negotiations of trade imple- 
mentation agreements, unbiased industry experts who 
have extensive knowledge of the processing and man- 
ufacturing requirements of the industry or industries 
that could be affected by these agreements. 


Recommendation 19: That the federal government 
continue to consider innovative ways to use the ven- 
ture capital funding announced in the 2004 federal 
Budget to increase value-added capacity in the 
livestock as well as other agricultural sectors. 


Recommendation 20: That the review called for in 
Article 902.4 of the Agreement on Internal Trade, 
with regard to the scope and coverage of agricultural 
internal trade, be tabled as per the Agreement. 


Recommendation 21: That the comprehensive review 
called for in Article 903.2a of the Agreement on 
Internal Trade, with regard to the framework for gov- 
erning supply management, be tabled as per the 
Agreement. 


Recommendation 22: That a review of interprovincial 
marketing, distribution and access to points of sale of 
alcoholic beverages be conducted by federal and 
provincial governments under the auspices of the 
Agreement on Internal Trade. 


The Minister of Agriculture and Agri-Food responded 
to the Committee report in April 2005, by letter, 
describing the department’s work and plans in relation 
to, and in support of, all the recommendations. 


The full report of the committee can be found at: 
http://www.parl.gc.ca/38/1/parlbus/commbus/senate/ 
com-e/agri-e/rep-e/repO2dec04-e.htm 


AUDITS AND EVALUATIONS 


Office of the Auditor General (OAG) 
Reports 


OAG reports for 2004-2005 can be found at: 
http://www.oag-bvg.gc.ca/domino/reports.nst/html/ 
04menu_e.html 


Assessing the Environmental Impact 
of Policies, Plans, and Programs - 
October, 2004 


Overall, this audit found a low level of commitment in 
departments and agencies toward conducting SEAs, 
despite the Cabinet Directive on the Environmental 
Assessment of Policy, Plan and Program Proposals, 
which was first issued in 1990. It was recommended 
that Deputy Heads of all departments and agencies 
included in the audit ensure their organization fully 
implement the Cabinet Directive on the Environmental 
Assessment of Policy, Plan and Program Proposals. 
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The department participated in drafting the 


Government response which includes a commitment 


by Deputy Heads to ensure the Cabinet directive is 
implemented within their organizations. 


OAG 2004 Annual Monitoring Exercise 


e 1999 -OAG Chapter 11 — User Charges 


e 1999 - OAG Chapter 24 — The Canadian 
Adaptation and Rural Development Fund — An 
Example of Involving Others in Governing 


1999 - OAG Chapter 12 — A New Crop: 


Intellectual Property in Research 


¢ 2001 - OAG Chapter 5 — Voted Grants and 


Contributions — Program Management 


2001 - CESD Chapter 01 — A Legacy Worth 
Protecting: Charting a Sustainable Course in the 
Great Lakes and St. Lawrence River Basin — 
Summary 


e 2003 - CESD Chapter 01 — Managing the Safety 
and Accessibility of Pesticides 


Internal Audit and Evaluation Reports 


Audit and Evaluation reports are available in French 


or English on AAFC Online at 


http://www.agr.gc.ca/review/rb-ep_e.php?page=list98 


Internal Audits 

Audit of Implementation of Certain MOU’s Relative 
to Revenue 

Audit of Security Screening 

Audit of PeopleSoft Application Control 

Audit of CIP 

Audit of Staffing Process 

Audit of Leave and Overtime 

Audit of Transitional Funding for 2002 


Audit of Salary Management System Application 
Control 


Audit of Professional Services Contacts — 
Employee/Employer Relationships 


Evaluations 


Matching Investment Initiative Comparative Analysis 
Evaluation of Shelterbelt Program 
Evaluation of FIMCLA 


SECTION IV 


Other Items of Inte 


re 


AGRICULTURE AND AGRI-FOOD PORTFOLIO 


The Honourable 
Wayne Easter 


Parliamentary Secretary to the Minister 
with emphasis on Rural Development 


Audit and 
Evaluation 


Horizontal Teams 


* Business Risk Management 
* Food Safety and Quality 

* Environment 

* Innovation and Renewal 

* Markets and Trade 


The Honourable 
Andy Mitchell 


Minister of Agriculture and Agri-Food 


Leonard J. Edwards 
Deputy Minister. 


~ Christiane Ouimet 
Associate Deputy Minister 


ADM Boards 


Canadian 
Pari-Mutuel 


Agency 


Enabling Teams 


¢ Human Resources 
¢ Finance 

¢ Assets 

® Communications and Consultations 
* Information Systems 

¢ Program Delivery 

* Policy and Planning 


Canadian Dairy 
Commission 


National Farm 
Products Council 


Canadian Food 
Inspection 
Agency 


Canadian Grain 
Commission 


Farm Credit 
Canada 


Review Tribunal 
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HOW TO REACH US 


Departmental Contacts 
Agriculture and Agri-Food Canada 


Note: All addresses are at 930 Carling Avenue unless otherwise noted. 


General Enquiries 

930 Carling Avenue 

Ottawa, Ontario K1A 0C5 

Tel: (613) 759-1000 http://www.agr.gc.ca 


More information on the department 
and its activities can be found at: http:/www.agr.gc.ca/index_e.phtml 


Minister of Agriculture and Agri-Food 
The Honourable Andy Mitchell, P.C. www.aer.gc.ca/minoffe.html 


Parliamentary Secretary to the Minister 
with emphasis on Rural Development 
The Honourable Wayne Easter, MP 

Tel: (613) 992-6188 


easterw@agt.gc.ca www.agr.gc.ca/minoffe.html 
Deputy Minister 


Leonard J. Edwards 
Tel: (613)2759-1101 


edwardslj@aer.gc.ca www.agr.gc.ca/cb/min/dmoe.html 


Associate Deputy Minister 


Christiane Ouimet 
Tel: (613) 759-1090 


ouimetc@agr.gc.ca www.agr.gc.ca/cb/min/dmoe.html 


Branch and Agency Heads 


Research 


Yvon Martel 

A/Assistant Deputy Minister 

(613) 759-7777 

martelyv@aer.gc.ca 

http://res2.agr.gc.ca/ 
research-recherche/ 


Farm Financial Programs 


Susie Miller 

A/Assistant Deputy Minister 
(613) 759-7243 
millersu@agr.gc.ca 
www.aegr.gc.ca/ffpb/ffpb_e.phtml 


Human Resources 


Steve Tierney 

Assistant Deputy Minister 
(613) 759-1196 
tierneys@agrt.gc.ca 
www.aer.gc.ca/hr/main.html 


Prairie Farm Rehabilitation 
Administration 


Carl Neggers 

Director General 

FCC ‘Tower 

603-1800 Hamilton Street 
Regina, Saskatchewan S4P 4L2 
(306) 780-5081 
neggersc@agr.gc.ca 
www.aer.ca/pfra/ 


Legal Services 


Heather Smith 
General Counsel 
(613) 759-7879 
smithh@agr.gc.ca 


Market and Industry Services 


Andrew Marsland 
Assistant Deputy Minister 
(613) 759-7561 
marslanda@agr.gc.ca 
www.agr.gc.ca/misb.html 


Corporate Management 


Terry Hearn 

Assistant Deputy Minister 
(613) 759-6811 
hearnt@agr.gc.ca 
www.aegr.gc.ca/csb_e.phtml 


Audit and Evaluation 


Richard Hill 

A/Director General 

(613) 759-6471 

hillri@agr.gc.ca 
www.aer.gc.ca/review/rbmain.html 


Rural and Co-operatives 
Secretariats 


Donna Mitchell 

Executive Director 

(613) 759-7113 
mitchelldo@agr.gc.ca 
www.tural.gc.ca 
www.agr.gc.ca/policy/coop/ 


Information Systems 


Helen Robinson 
A/Chief Information Officer 
(613) 759-6441 


robinsonh@agr.gc.ca 


Strategic Policy 


Suzanne Vinet 

Assistant Deputy Minister 
(613) 759-7349 
vinets@agr.gc.ca 
www.agr.gc.ca/spb/pb_e.phtml 


Communications and 
Consultations 


Paul Schubert 

Assistant Deputy Minister 

(613) 759-7964 
schubertp@agr.gc.ca 
www.aer.gc.ca/cb/combr_e.phtml 


Canadian Pari-Mutuel Agency 
Elizabeth Massey 


Executive Director 


P.O. Box 5904 LCD Merivale Road, 


Ottawa, Ontario K2E 8A9 
(613) 946-1700 
emassey@agr.gc.ca 
www.cpma-acpm.gc.ca/ 


Portfolio Coordination 


Louise Mignault 
Executive Director 
(613) 759-1062 


mignaultl@agr.ge.ca 


AAFC’s 2004-2005 Departmental Performance Report 


105 


AAFC’s 2004-2005 Departmental Performance Report 


106 


Portfolio Contacts 


National Farm Products Council 


Cynthia Currie 
Chairperson 

344 Slater Street 

10th Floor 

Ottawa, Ontario K1R 7Y3 
(613) 995-2298 
curriec@agr.gc.ca 
www.nfpe-cnpa.ge.ca 


Canadian Grain Commission 


Chris Hamblin 
Chief Commissioner 


600-303 Main Street 


Winnipeg, Manitoba R3C 3G8 


(204) 983-2735 
chamblin@cgc.ca 
www.cgc.ca 


Canadian Food Inspection Agency 


Richard Fadden 

President 

59 Camelot Drive 

Nepean, Ontario KIA OY9 
(613) 225-2342 
faddenr@inspection.ge.ca 
www.cfia-acia.agr.gc.ca 


Canadian Dairy Commission 


John Core 

Chairman & Chief Executive 
Officer 

Building 55, NCC Driveway 

Central Experimental Farm 

930 Carling Avenue 

Ottawa, Ontario K1A 0Z2 

(613) 792-2060 

jcore@agr.gc.ca 

www.cdc.ca 


Farm Credit Canada 


John J. Ryan 

President and Chief Executive 
Officer 

P.O. Box 4320 

1800 Hamilton Street 

Regina, Saskatchewan S4P 4L3 

(306) 780-8100 

jryan@sk.sympatico.ca 

www.fcc-sca.ca 


Review Tribunal 


Thomas Barton 

Chairman 

Building 60, Birch Drive 
Central Experimental Farm 
930 Carling Avenue 
Ottawa, Ontario KIA 0C6 
(613) 792-2087 


www.tt-cr.gc.ca/ 


LEGISLATION ADMINISTERED BY THE MINISTER OF AGRICULTURE 
AND AGRI-FOOD 


Acts for which Minister is named in Statute as responsible Minister and that are administered by 
the Department of Agriculture and Agri-Food 


Agricultural Marketing Programs Act S.C L997 PEND 
Agricultural Products Marketing Act KeS21985; ¢. Acb 
Animal Pedigree Act R.S. 1985, c. 8 (4th Supp.) 
Department of Agriculture and Agri-Food Act R.S. 1985, c AY 
Experimental Farm Stations Act R.S. 1985, c. E-16 
Farm Debt Mediation Act SC. 1997, a. 
Farm Improvement and Marketing Cooperatives Loans Act RiSelYGo.c2) (Stdotipps) 
Farm Improvement Loans Act KS. 1985. ce Fes 
Farm Income Protection Act 2... 1991, e322 
Livestock Feed Assistance Act RS1985,-c, Le lO 
Western Grain Transition Payments Act Se Oc y: 


Acts for which Minister is named in an Order in Council as responsible Minister and that are 


administered by Department of Agriculture and Agri-Food Canada 
Prairie Farm Rehabilitation Act B60. 19856. Poly 


Acts for which Minister is named in statute as responsible Minister and that are administered by 
other entities in the Agriculture and Agri-Food Portfolio 


Agriculture and Agri-Food Administrative Monetary Penalties Act (CFIA) S.C. 1995, c. 40 
Canada Agricultural Products Act (CFIA) R.S. 1985, c. 20 (4th Supp.) 
Canadian Dairy Commission Act (CDC) RS, 1985, 6 C415 
Canadian Food Inspection Agency Act (CFIA) O97 ces 
Farm Credit Canada Act (FCC) SOT) OSE Meese 
Farm Products Agencies Act (NFPC) R.S. 1985, c. F-4 
Feeds Act (CFIA) R.S. 1985, c. F-9 
Fertilizers Act (CFIA) R.S. 1985, c. F-10 
Fish Inspection Act (CFIA) Keo, 1985, ce bag 
Health of Animals Act (CFIA) S.Ci1990,.2.°2) 
Meat Inspection Act (CFIA) RiS.19859c 25 (1st Supp) 
Plant Breeders’ Rights Act (CFIA) S.C. 1990, G20 
Plant Protection Act (CFIA) S.C. 1990 <c.2 2 
Seeds Act (CFIA) RS) 1985 e256 


Act for which Minister is named in an Order in Council as responsible Minister and that are 
administered by other entities in the Agriculture and Agri-Food Portfolio 


Canada Grain Act (CGC) RIS. 1985, &43-10 


Act for which other ministers are responsible but that confer powers on the Minister 
Criminal Code (Section 204) (Minister of Justice) R.S. 1985, c. C-46 


Act for which a minister is named in an Order in Council as responsible and that are administered 


partially by the Department of Agriculture and Agri-Food 
Canadian Wheat Board Act R.S. 1985, c. C-24 


Acts for which another minister is responsible and that are administered partially by other agencies 


in the Agriculture and Agri-Food Portfolio 


Consumer Packaging and Labelling Act (Minister of Industry/CFIA) RS. 1985, c. C-38 
Food and Drugs Act (Minister of Health/CFIA) R.S. 1985, c. F-27 
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APPENDIX A - LIST OF ACRONYMS AND ABBREVIATIONS 


AAFC 
ACAAF 
AEI 
AMPA 
APF 
APP 
BMP 
BRM 
BSE 
CAFI 
CAIS 
CASS 
CDI 
CFBAS 
CFIA 
CFIP 
CFSQP 
CIDA 
CIP 
CLA 
COOL 
CPMA 
CRIS 
CWB 
DFO 
DPR 
EEFP 
EFP 
ESA 
ETAA 
E.U. 
FAO 
FBA 
FDMS 
FHB 
FILA 
FIMCLA 
FPT 
FSFQ 
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Agriculture and Agri-Food Canada 


Advancing Canadian Agriculture and Agri-Food Program 


Agri-Environmental Indicators 

Agricultural Marketing Programs Act 
Agricultural Policy Framework 

Advance Payments Program 

Beneficial Management Practices 

Business Risk Management 

Bovine Spongiform Encephalopathy 
Canadian Agriculture and Food International 
Canadian Agricultural Income Stabilization 
Canadian Agricultural Skills Service 
Co-operative Development Initiative 
Canadian Farm Business Advisory Services 
Canadian Food Inspection Agency 
Canadian Farm Income Program 

Canadian Food Safety and Quality Program 
Canadian International Development Agency 
Crop Insurance Program 

Conjugated Linoleic Acid 

Country of Origin Labelling 

Canadian Pari-Mutuel Agency 

Canadian Rural Information Service 
Canadian Wheat Board 

Department of Fisheries and Oceans 
Departmental Performance Report 
Equivalent Environmental Farm Plan 
Environmental Farm Plans 


Environmental Site Assessments 


Environmental Technology Assessment for Agriculture 


European Union 

Food and Agriculture Organization 
Farm Business Assessment 

Farm Debt Mediation Service 
Fusarium Head Blight 


Farm Improvement Loans Act 


Farm Improvement and Marketing Cooperatives Loan Act 


Federal-Provincial-Territorial 


Food Safety and Food Quality 


GDP 
GHG 
GIS 
SPP 
RACCR 
el 
MAF 
MRRS 
MUP 
NAFTA 
NAHARP 
NFPC 
NFSP 
NISA 
NLWIS 
NPV 
NWSEP 
OAG 
OIE 
PAA 
PAVE 
EELAG 
ie) 
PMRA 
mee 
PRR 
PSMA 
PSRMP 
PSRMPP 
RBAF 
RPP 
RSLLRP 
SBPS 
ScAP 
SEA 
AAP 
WTO 


Gross Domestic Product 

Greenhouse Gas 

Geographic Information System 

Government Purchases Program 

Hazard Analysis Critical Control Point 

Health Canada 

Management Accountability Framework 
Management, Resources and Results Structure 

Minor Use Pesticide 

North American Free Trade Agreement 

National Agri-Environmental Health Analysis and Reporting Program 
National Farm Products Council 

National Farm Stewardship Program 

Net Income Stabilization Account 

National Land and Water Information Service 

Net Present Value 

National Water Supply Expansion Program 

Office of the Auditor General 

Office International des Epizooties 

Program Activity Architecture 

Planning and Assessment for Value-Added Enterprise 
Public Health Agency of Canada 

Production Insurance 

Pest Management Regulatory Agency 

Price Pooling Program 

Pesticide Risk Reduction 

Public Service Modernization Act 

Private Sector Risk Management Partnership Program 
Private Sector Risk Management Partnership Program 
Risk-Based Audit Framework 

Report on Plans and Priorities 

Ruminant Slaughter Loan Loss Reserve Program 
Specialized Business Planning Service 

Spring Credit Advance Program 

Strategic Environmental Assessment 


Tobacco Adjustment Assistance Program 


World Trade Organization 
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APPENDIX B - LIST OF WEBSITES 


Advance Payment Programs 
Advancing Canadian Agriculture and Food Program 


Agri-environmental indicators 


Agri-Food Trade Service 
Agricultural Marketing Programs Act 


http://www.agr.gc.ca/progser/app_e.phtml 
http://www.agr.gc.ca/progser/acaat_2_e.phtml 


http://www.agr.gc.ca/policy/environment/pubs_aei_01_e.phtml 
http://ats-sea.agr.ca/general/home-e.htm 
http://www.agr.gc.ca/progser/ampa_e.phtml 


Agricultural Products Cooperative Marketing Act 


http://laws,justice.gc.ca/en/A-5/index.htm| 


Agricultural Policy Framework 
Agricultural Policy Research Institute 


http://www.agr.gc.ca/cb/apf/index_e.php 
http://www.agr.gc.ca/cb/index_e.php?s1=n&s2=2003&page=n31205c 


Agricultural Policy Research Networks 


Avian influenza 


Benchmark for Success 


http://www.farmlevel.re.ualberta.ca/ 
http://www.inspection.gc.ca/english/anima/heasan/disemala/avflu/bccb2004e.shtm| 
http://www.agr.gc.ca/ren/BenchmarkApp/apps_e.cfm 


Bovine Spongiform Encephalopathy 


Business Risk Management 


http://www.inspection.gc.ca/english/anima/heasan/disemala/bseesb/bseesbfse.shtml 
http://www.agr.gc.ca/cb/apf/index_e.php?section=brm_gre&page=brm_gre 


Business Risk Management Programs 

Canadian Agricultural Income Stabilization 

Canadian Agricultural Skills Service 

Canadian Agriculture and Food International Program 


Canadian Farm Business Advsisory Services 
Canadian Food Safety and Quality Program 


Canadian Pari-Mutuel Agency 


http://www.agr.gc.ca/cb/apf/index_e.php?section=brm_gre&page=brm_gre 
http://www.agr.gc.ca/caisprogram/ 
http://www.agr.gc.ca/ren/cass-scdca/index_e.php 
http://www.agr.gc.ca/int/cafi-picaa/index_e.php?page=intro 
http://www.agr.gc.ca/ren/ctbas/consult_e.cfm 
http://www.agr.gc.ca/cb/apf/index_e.php?section=fd_al&group=docu&page=sdc 
http://www.cpma-acpm.gc.ca/cpma_e.html 


The Canadian Rural Information Service 
Canadian Rural Partnership 


http://www.rural.gc.ca/cris/about_e.phtml 


http://www.rural.gc.ca/home_e.phtm| 


Co-operative Development Initiative 


Co-operatives Secretariat 


Environment 


Environmental Farm Plans 
Environmental Technology Assessment for Agriculture 


Farm Debt Mediation Service 


http://www.agr.gc.ca/policy/coop/information_e.phtml 
http://www.agr.gc.ca/policy/coop/cardbg_e.phtml 


http://www.agr.gc.ca/cb/apf/index_e.php?section=env&page=env 


http://www.agr.gc.ca/env/efp-pfa/index_e.php 


http://agrisource1 .agr.gc.ca/Intranet/BasicTemplateAction.do?action=entity &entityld=5 157 &lang=e 


http://www.agr.gc.ca/progser/fdms_e.phtml 


Farm Improvement and Marketing Cooperatives Loan Act 


Farm Improvement Loans Act 


Farm Products Agencies Act 


http://www.agr.gc.ca/misb/nmp/fimcla/ 
http://laws,justice.gc.ca/en/F-3/ 
http://laws.justice.gc.ca/en/F-4/index.htm| 


Fed Cattle Set-Aside Program 


http://www.agr.gc.ca/n41009_e.php 


Feeder Set-Aside Progam 


http://www.agr.gc.ca/cb/min/index_e.php?s1=agmin&s2=col-chro&s3=2004&page=cl 104 


Federal, Provincial and Territorial Ministers 
of Agriculture meeting of July 2005 


http://www.scics.gc.ca/cinfo05/830847004_e.html 


Financial Guarantee Programs 


http://www.agr.gc.ca/misb/nmp/ 


Food Safety and Food Quality 


http://www.agr.gc.ca/cb/apf/index_e.php?section=fd_al&page=fd_al 


Government Purchases Program 


http://laws.justice.gc.ca/en/A-3.7/733.html#section-31 


Greencover Canada 


http://www.agr.gc.ca/env/greencover-verdir/index_e,phtml 


Innovation 


http://www.agr.gc.ca/cb/apf/index_e.php?section=sci&page=sci 


Interdepartmental Committee on Co-operatives 


http://www.agr.gc.ca/policy/coop/committees_e.phtml#inter 


eae oan ae Soe Se: 
Ege SC ea? ee 


Internal Audit and Evaluation Reports 
International 


Leading by Example 


http://www.agr.gc.ca/review/rb-ep_e.php?page=list98 


http://www.agr.gc.ca/cb/apf/index_e.php?section=int&page=int 
http://www.agr.gc.ca/policy/environment/publications/sds3-sdd3/leading_e.phtm| 


Minor Use Research Programs 


National Agri-environmental Health Analysis 
and Reporting Program 


http://www.agr.gc.ca/env/index_e.php?section=pest&page=mup 


http://www.agr.gc.ca/env/naharp-pnarsa/index_e.php 


National Farm Products Council 


National Farm Stewardship Program 
National Land and Water Information Service 


National Rural Conference 

National Water Supply Expansion Program 

Office of the Auditor General Reports for 2004-2005 
Pan Canadian Community Futures Network 


Planning Assessment for Value-Added Enterprise 


http://nfpc-cnpa.gc.ca/english/index.html 


http://www.agr.gc.ca/env/efp-pfa/index_e.php?page=nfsp-pnga 
http://www.agr.gc.ca/nlwis/main_e.htm 


http://www.rural.gc.ca/conference/04/index_e.phtml 
http://www.agr.gc.ca/env/index_e.php?section=h2o&page=h2o 
http://www.oag-bvg.gc.ca/domino/reports.nsf/html/04menu_e.html 
http://www.communityfutures.ca/ 
http://www.agr.gc.ca/ren/plan/index_e.php?page=intro 


Pesticide Risk Reduction 


Prairie Shelterbelt Program 


Price Pooling Program 


Private Sector Risk Management Paternerships 
Production Insurance 


Renewal 


http://www.agr.gc.ca/env/index_e.php?section=pest&page=prr 
http://www.agr.gc.ca/pfra/sbcprog_e.htm 


http://www.agr.gc.ca/progser/ppp_e.phtm| 
http://www.agr.gc.ca/brm_gre/psp/index_e.cfm 


http://www.agr.gc.ca/puttingcanadafirst/index_e.php?section=brm_gre&group=docu&page=pisa 


http://www.agr.gc.ca/cb/apf/index_e.php?section=ren&page=ren 


Report of the Standing Senate Committee on 
Agriculture and Forestry The BSE Crisis - 
Lessons for the future - April 2004 


http://www.parl.gc.ca/37/3/parlous/commbus/senate/com-e/agri-e/rep-e/repintapr04-e.htm 
#Bridging%20Measures 


Report of the Standing Senate Committee on 
Agriculture and Forestry Value-added agriculture 
in Canada - December 2004 


http://www. parl.gc.ca/38/1 /parlbus/commbus/senate/com-e/agri-e/rep-e/rep02dec4-e.htm 


Report on Plans and Priorities (2004-2005) 
Repositioning of the Livestock Industry Strategy 


http://www.agr.gc.ca/csb/rpp/2005/index_e.php?page=intro 


http://www.agr.gc.ca/cb/index_e.php?s1=n&s2=2004&page=n4091 Oa#measures 


Risk Management Funding Year 2 


http://www.agr.gc.ca/cb/apf/index_e.php?section=brm_gre&group=docu&page=rmf_guide 


Ruminant Slaughter Loan Loss Reserve Program 
The Rural Lens 


http://www.agr.gc.ca/n41018a_e.php 


http://www.rural.gc.ca/lens_e.phtm| 


Rural Secretariat 
Science and Innovation 


http://www.agr.gc.ca/policy/rural/ 
http://www.agr.gc.ca/cb/apf/index_e.php?section=sci&page=sci 


Spring Credit Advance Program 
Sustainable Agriculture: Our Path Forward 


Transition Industry Support Program 


http://www.agr.gc.ca/progser/scap_e.phtml 


http://www.agr.gc.ca/policy/environment/publications/sds3-sdd3/toc_e.phtm| 


http://www.agr.gc.ca/tisp/main.htm| 


Treasury Board Secretariat's Horizontal Results Database http://www. tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.as 
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Atlantic Canada Opportunities 
_ Agency 


Performance Report 


For the period ending a 


ivi 


Canada 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. ‘ 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved | 
in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Her Majesty the Queen in Right of Canada, represented by 
the Minister of Public Works and Government Services Canada — 2005 


Catalogue No. BT31-4/2-2005 
ISBN 0-660-62873-2 


This document is available on the TBS Web site at www.tbs-sct.gc.ca 
This document is available in alternate formats on request. 


Available in Canada through your local bookseller or by mail from 
Canadian Government Publishing — PWGSC 
Ottawa, Canada K1A 0S9 


Telephone: (613) 941-5995 

Fax: (613) 954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Orders only: 1-800-635-7943 (Canada and U.S.A.) 

Internet: http://publications.gc.ca 


Departmental Performance Reports 2004-05 


Foreword 


The Government of Canada has made continuous improvement in its management practices a 
priority since Results for Canadians: A Management Framework for the Government of Canada 
was tabled in Parliament in the spring of 2000. Driving the government’s pursuit of management 
excellence is its vision to provide Canadians with a responsive government, which serves 
citizens and manages itself as a unified, coherent enterprise; an innovative government supported 
by a highly-qualified public service equipped to leverage information and make the best use of 
public funds while balancing risk; and an accountable government which answers clearly and 
openly for its performance to Parliament and to Canadians. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports following principles for 
effective public reporting (provided in the Guide for the Preparation of the 2004-05 
Departmental Performance Reports: http://www.tbs-sct.gc.ca/rma/dpr1/04- 
05/guidelines/guide_e.asp ). Based on these principles, an effective report provides a coherent 
and balanced picture of performance that is brief and to the point. It focuses on outcomes 
(benefits to Canadians and Canadian society) and describes the contribution the organisation has 
made toward those outcomes. It sets performance in context, associates performance with earlier 
commitments, explains any changes, and discusses risks and challenges faced by the organisation 
in delivering on these commitments. Achievements realised in partnership with other 
governmental and non-governmental organisations are also discussed. Supporting the need for 
responsible spending, it links resources to results. Finally, the report is credible because it 
substantiates the performance information with appropriate methodologies and relevant data. 


This departmental performance report (along with those of many other organizations) is 
accessible from the Treasury Board of Canada Secretariat Internet site: http://www.tbs- 
sct.gc.ca/est-pre/estime.asp. Readers wishing a high level, whole of government overview of the 
Government of Canada’s efforts to improve quality of life should refer to Canada’s Performance 
2005 available at the same internet address. This report is structured around three broad policy 
areas (Sustainable Economy, Canada’s Social Foundations and Canada’s Place in the World) 
and, in its electronic version, links to relevant Departmental Performance Reports. Canada’s 
Performance 2005 also contains a special overview of the government’s efforts to improve the 
well-being of Aboriginal peoples. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers can do much to ensure that Departmental Performance Reports 
and other reports are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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Section I — Overview 


Minister’s Message 


The year 2004-2005 was a pivotal one for the Atlantic Canada Opportunities Agency 
(ACOA). | 


With the 2005 federal budget commitment of $708 million over five years toward 
continued support for economic development in Atlantic Canada, the Government of 
Canada responded to The Rising Tide strategy — an economic growth strategy developed 
for and by Atlantic Canada. Known as the Atlantic Investment Partnership — The Second 
Wave, this major investment will allow ACOA to deliver more lasting, positive changes 
for the people of Atlantic Canada by building on the success of the first Atlantic 
Investment Partnership (AIP). 


AIP investments in the region over the last five years have enabled more research and 
development, more opportunities in rural communities, more exports and foreign 
investment, and more skilled entrepreneurs working in Atlantic Canada. 


In addition to its work under the AIP, the Agency has continued to deliver essential 
programming in the areas of business development, community development and policy, 
all with the goal of helping Atlantic Canadians tackle economic challenges and capitalize 
on opportunities. ACOA also continues to undertake strategic policy research to help the 
region identify and address its economic gaps and maximize its potential. 


In its advocacy role, ACOA works to exert influence on national policies and programs 
that affect Atlantic Canada’s development and interests. As well, the Agency is charged 
with co-ordinating other federal policies and programs in Atlantic Canada to ensure an 
integrated approach to the region’s development. 


As Minister of ACOA, I invite you to review this Departmental Performance Report for 
specific results and achievements related to the AIP, as well as all of ACOA’s programs 
and initiatives. Work still remains to be done, but I am confident that, while you read this 
report, you will see how ACOA is helping to strengthen and deepen the transformation 
taking place in the Atlantic region. 


e Hoourable Joseph McGuire 
Minister 
Atlantic Canada Opportunities Agency 
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Management Representation Statement 


I submit, for tabling in Parliament, the 2004-2005 Departmental Performance Report 
(DPR) for the Atlantic Canada Opportunities Agency. 


This document has been prepared based on the reporting principles contained in the 
Treasury Board of Canada Secretariat’s Guide for the Preparation of 2004-2005 
Departmental Performance Reports (April 2005). This report: 

e adheres to the specific reporting requirements; 

e uses an approved Program Activity Architecture; 


e presents consistent, comprehensive, balanced and accurate information; 


e provides a basis of accountability for the results pursued or achieved with the 
resources and authorities entrusted to the Agency; and 


e reports finances based on approved numbers from the Estimates and the 
Public Accounts of Canada. 


Monique Collette, President 
Atlantic Canada Opportunities Agency 


- Atlantic Canada Opportunities Agency 


Summary Information 


Raison d’étre 
The Agency's mandate is derived from Part I of 
the Government Organization Act, Atlantic 


The purpose of the Atlantic Canada Opportunities Paes fos, OS. 7 other ise known 
Agency (ACOA) is clear: to tackle the economic as the Atlantic Canada Opportunities Agency 
development challenges facing Atlantic Canada; to Act. Its purpose is to “increase opportunity for 
identify and address structural weaknesses in the economic development in Atlantic Canada and, 


more particularly, to enhance the growth of 
earned incomes and employment opportunities 
in that region.” 


economy; and to help communities and businesses 
overcome barriers and find new opportunities for 
growth. This is in direct support of the Government 
of Canada’s commitment to reducing regional 
disparities and ensuring that all Canadians benefit from a strong economy. 


The Government of Canada’s Commitment 


The Government of Canada remains committed — indeed, it is a legislated requirement — 
to reducing regional disparities and ensuring that Canadians in all parts of the country 
benefit from a strong economy and the services that such an economy can provide. It is 
within this context that the Atlantic Canada Opportunities Agency aims to boost 
economic development opportunities in the region, thus increasing the number of jobs 
and earned income for the Atlantic Canadian population. It is also within this context 
that ACOA is committed to helping the region make the transition to a more innovative, 
productive and competitive economy. 


In order to achieve this, the Agency has three strategic outcomes that reflect its mandate 

to help increase employment opportunities and earned income for Atlantic Canadians. 

e Enterprise Development - improved growth and competitiveness of Atlantic small 
and medium-sized enterprises (SMEs), leading to increased productivity, earned 
incomes and job creation. 

e Community Development - improved community economic infrastructure and 
strategic planning capacity, leading to improved employment opportunities and 
economic growth in the Atlantic region. 

e Policy, Advocacy and Co-ordination — strategic, researched policy positions that: 
reflect the region’s potential; ensure regional influence on national policies and 
programs that affect Atlantic Canadian development and interests; and facilitate the 
co-ordination of other federal policies and programs within the region to form 
integrated approaches to development, leading to strengthened Atlantic economic 
development. 
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Operating Environment 
Agency Context 


The Atlantic Canada Opportunities Agency (ACOA) is the arm of the federal government 
whose mission is to work in partnership with Atlantic Canadians to improve the economy 
of communities in the region. The Agency accomplishes this through a regional strategy 
that aims to improve economic performance and enhance the region’s competitiveness. 
Working with partners in all levels of government, the private sector, academia and 
non-governmental organizations, ACOA seeks to advance the Government of Canada’s 
agenda for economic opportunities and innovation in order to serve the needs of 
businesses, organizations, individuals and communities in Atlantic Canada. 


Established in 1987, ACOA offers a broad range of programs and services designed to 
improve the climate for business growth. The Agency ensures that a wide variety of 
business development tools and resources are available to Atlantic entrepreneurs 
throughout all stages of the business life cycle, from the time they are thinking about 
setting up a new business, to the time they are planning for growth and expansion. 
ACOA is a federal agency with a difference; its mandate and organizational structure 
were determined following consultations with Atlantic Canadians from across the region. 
The result was that, for the first time, a federal organization charged with regional 
economic development in Atlantic Canada was headquartered in the Atlantic region. 
ACOA now has 32 regional and field offices in cities and towns throughout the four 
Atlantic provinces. 


ACOA’s Approach 


ACOA takes an aggressive approach to identifying dynamic opportunities and 
overcoming regional barriers to growth, recognizing that an economy must have a 
number of conditions in place in order to succeed. The Agency’s broad-based approach 
to regional economic development can address underlying structural challenges in the 
economy more effectively and more equitably than could a narrowly focussed tax-based 
incentive approach. 


At the national level, the Agency carries out this mandate by advocating for Atlantic 
Canada’s interests, priorities and concerns in other federal government policy-making 
decisions and investments that have a direct impact on the Atlantic economy. 


The Agency also participates in several horizontal initiatives. ACOA is the lead Agency 
for the Atlantic Canada Tourism Partnership, Team Canada Atlantic, and the 
Canada/Atlantic Provinces Co-operation Agreement on International Business 
Development. In the last year, the Agency participated in the development of a new 
horizontal initiative on the Social Economy, to establish a mechanism to contribute to the 
Social Economy initiative in Atlantic Canada. This was undertaken in conjunction with 
Industry Canada and other regional development agencies. More information on 
horizontal initiatives can be found in Section III of this report. 
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At the regional level, ACOA conducts policy research and analysis that help provide the 
intellectual foundation for a comprehensive and strategic approach to regional 
development. Furthermore, the Agency plays a key role in co-ordinating pan-Atlantic 
development strategies, programs and initiatives, working closely with the provincial 
governments, Atlantic universities and research institutes, business organizations and 
other stakeholders in the region to reduce duplication and maximize impact. 


Locally, ACOA works with its partners to provide communities with the tools and 
resources they need to build more self-reliant local economies. Partnerships are a major 
element, not only in the delivery of ACOA programs and activities, but also in the 
development of programs and policies. ACOA partners with the private sector, 
universities, non-government organizations, as well as governments at all levels. 


The Agency also works locally to improve the growth and competitiveness of Atlantic 
enterprises through a variety of programs and services designed to increase start-ups, 
expansions and modernization, help innovate, grow and remain competitive. 


Recognizing the growing correlation between innovation and productivity, Agency 
programs place emphasis on fostering research and development, technology adoption, 
skills development, and the improved access to capital required to make these kinds of 
investments in innovation possible. The Atlantic Innovation Fund continues to be a 
driving force behind the latest acceleration of Atlantic research and development. The 
Strategic Community Investment Fund (SCIF) is helping small and rural communities to 
strengthen their economic base. The Business Development Program and other ACOA 
programs are helping thousands of entrepreneurs to start up and expand businesses, 
optimize trade and export opportunities, and develop new tourism products. These 
programs are strategically important. In the 1990s, 70% of the jobs created by new firms 
in Atlantic Canada were attributed to small businesses ’. 


This year was a pivotal year for ACOA. In addition to delivering its main programs, the 
Agency developed an approach to addressing The Rising Tide, the Government of 
Canada’s strategy that sets the course for the development of Atlantic Canada for the next 
five years. The Atlantic Investment Partnership now enters its second phase (The Second 
Wave) with a new, five-year $708-million initiative that addresses the areas fundamental 
to Atlantic Canada's continued economic growth: investing in innovation, investing in 
communities, investing in people, and investing in the business climate. 


' For a complete list of programs/initiatives, refer to ACOA’s Web site: 
http://www.acoa-apeca.gc.ca/e/index.shtml 


H 
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Risks, Challenges, Opportunities 


Atlantic Canada’s economy is generating sustained economic growth; however, economic 
performance throughout the region has been uneven. Urban areas have been registering strong 
economic activity, while rural areas and their dominant sectors have experienced weaker 
economic conditions. 


Despite the recent overall economic progress, the region's economy continues to face difficult 
adjustments currently underway in the major resource sectors, in particular agriculture, pulp 
and paper, aquaculture and fishing. Atlantic Canadian businesses must also continue to adjust 
to the increased value of the Canadian dollar. Over the longer term, the Atlantic economy 
needs to meet the challenges of intensifying global competition and an aging population. 


In order to increase the region’s competitiveness, there is a need to improve productivity 
through an emphasis on new skills and knowledge, increased capital investment, and 
innovation. On the innovation front, the region continues to lag in advanced technology 
adoption, private sector research and development (R&D), commercialization, and 
institutional/business collaboration on R&D. In terms of human capital, the region is 
underperforming in workplace training and advanced technical and business management 
skills. 


Sustaining growth in gross domestic product per capita will become more challenging as 
the population ages. The share of the population that is working is projected to start to 
decline as the baby boom generation enters retirement age, and this will exert downward 
pressure on the growth of living standards. To help partially counter the impact of an 
aging population, it will be important to take steps to facilitate the attraction and 
integration of immigrants and equip those Atlantic Canadians not currently in the labour 
force with the skills needed to participate fully in the labour market. 


Gross Domestic Product (GDP) 

Economic activity in Atlantic Canada remained positive in 2004, with real GDP 
increasing by 1.2%. Output in the goods-producing industries rose by 0.6%, with gains 
in manufacturing and construction being offset somewhat by declines in the region’s 
mining and energy sectors, as both iron ore and offshore oil and natural gas production 
fell in 2004. Conditions remained strong in the construction sector as work progressed 
on the White Rose, Voisey’s Bay and Sable Tier II projects. Supported by solid growth 
in the transportation, retail trade, and finance and insurance sectors, economic activity in 
the services-producing industries increased by 1.8% in 2004. 


Labour Market 

Atlantic Canada’s labour market performed well in a number of areas in 2004. 
Employment in the region rose by 1.9%, or 20,300 individuals, with most of the growth 
occurring in full-time employment. The unemployment rate for the region fell to 10.7%, 
attaining its lowest level since 1976. The region’s participation rate also continued its 
record climb, reaching 63.1%. 
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Population 

The population of Atlantic Canada fell by 1.6% over the 1996 to 2001 period, compared 
with an increase of 4.8% for the nation. Between 2001 and 2004, the Atlantic region's 
population increased only slightly, by 0.1%, while the total number of people in Canada 
went up by 3%. Since 2001, population gains occurred in all three Maritime provinces, 
but the population continued to fall in Newfoundland and Labrador. 


In order to continue the transformation of the Atlantic economy, it is vital that the 
population grows at a much stronger pace. To ensure sustained economic growth, ACOA 
is in the process of developing an Atlantic Population Strategy to address the challenges 
of immigration and the attraction and retention of skilled Atlantic Canadians. 


Exports 

Foreign exports of commodities from Atlantic Canada rose by 4.4% in 2004, largely due 
to higher energy prices. Commodity exports from Canada increased by 8.6% during this 
period. Most of the rise in the region’s exports resulted from increased shipments of 
refined petroleum products (19.5%). Results for Atlantic Canada’s other major export 
products were mixed in 2004. 


A decline in gas production led to a 1% decrease in exports of natural gas in 2004. 
Exports of crude oil fell by 52.5% due to an increase in the proportion of the region’s 
crude being refined in Canada; production actually decreased by 6.7%. Among forestry 
products, stronger demand and higher prices led to significant growth in exports of 
softwood lumber (34.6%). Exports of veneer, plywood and other wood products 
increased by 25.9%. Foreign shipments of newsprint declined by 6.3%, while exports of 
other paper products increased by 4.4%. The value of pulp exports fell by 3.2% mainly 
due to the closure of a mill in New Brunswick. Partly due to the continued strength of 
the Canadian dollar, exports of fish products fell by 1.8% as shipments of lobster and 
shrimp products were down. Exports of fish declined by 5.7% as a result of lower 
shipments of unprocessed lobsters. Although exports of frozen potato products declined 
by 12.2%, a greater share of production from the region is estimated to have been sold in 
Canada. 


Events Affecting Performance - Province by Province 


After averaging almost 7% annual growth in the gross domestic product (GDP) over the 
previous six years, the Newfoundland and Labrador economy fell by 0.7% in 2004. 
Operational problems at the Terra Nova offshore oil field and strikes in both the private 
sector (e.g. iron ore mines) and public sector, were significant factors in the contraction 
of the province’s economy. The service industry, which accounts for 63% of the 
economy, showed moderate growth of 0.9%, while the goods industry declined by 3.1%. 


The Government of Newfoundland and Labrador identified a significant fiscal challenge 
in 2004-2005; however, the amendment to the Atlantic Accord should help improve 
financial conditions. The high value of the Canadian dollar had a somewhat negative 
impact on export-oriented industries, particularly manufacturing. On the other hand, the 
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oil and gas industry continued to provide major opportunities, as did the development of 
the Voisey’s Bay mine and the associated demonstration hydrometallurgical facility in 
Argentia. Investment in the White Rose oil project ($550 million) and the Voisey’s Bay 
Nickel Project ($450 million) accounted for just under one-quarter of capital investment 
in the province in 2004. 


A strong Canadian dollar put Newfoundland and Labrador fish exporters at a competitive 
disadvantage in 2004, contributing to a decline in the return on some seafood sales to the 
United States. Market conditions were generally positive in the crab and shrimp sectors 
in 2004 with strong demand and relatively high prices. In the groundfish sector, the 
presence of low-priced Chinese groundfish products in the marketplace continues to be a 
major problem for local processors. 


Due to the closures in the Gulf and northeast coast cod fisheries, ACOA continued to 
administer the Strategic Community Investment Fund - Short Term Adjustment Initiative 
(SCIF-STAI) program in 2004-2005. This program helped to mitigate the short-term 
impact of these closures by providing employment opportunities to displaced workers in 
affected communities. ACOA approved 46 STAI projects valued at $6.9 million. The 
majority were for projects that enhanced tourism potential and improved community 
infrastructure. 


In 2004, Prince Edward Island continued to progress in major cluster development efforts 
while experiencing economic challenges in key sectors including tourism, agriculture and 
fisheries. Successful partnerships have led to continued growth in the bio-science and 
advanced technology sectors. The aerospace industry employed over 800 people in 2004. 
With the strong support of incentives through Natural Resources Canada, the wind sector 
has advanced and holds great promise as a major developmental opportunity. After two 
years of decline, the tourism industry, in conjunction with government partners including 
ACOA, has devised a new product-oriented strategy. In 2004, the Agency and the 
provincial government successfully negotiated agreements and plans for infrastructure 
development. Considerable progress has been made in joint planning and co-operative 
efforts in the areas of immigration and labour market development. 


The Nova Scotia economy continued to expand in 2004, but at a moderate 1.3%. 
Residential construction and the manufacture of rail cars and high-tech equipment, 
coupled with strength in retail trade, contributed to the growth. However, a decline in the 
production of natural gas acted as a constraint on growth for the second consecutive year. 
In Nova Scotia, the expansion of two Michelin tire plants continues to provide major 
employment, with the company now employing over 3,300 people in the province. With 
major events in 2004 such as the return of the Tall Ships and the World Acadian 
Congress, tourism activity held its own as visitation and tourism revenues increased by 
9% and 1% respectively. 


Cape Breton continues to restructure its economy after the loss of its two traditional 


industries, coal and steel, at the turn of the millennium. A number of opportunities have 
presented themselves over the past few years, particularly the growth of the tele-service 
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industry on the island, environmental remediation, liquefied natural gas, auto parts and 
pharmaceutical manufacturing, as well as new tourism infrastructure and activities. A 
recently completed assessment (Fall 2004) by Canmac Economics regarding federal 
development assistance in Cape Breton Island demonstrated significant positive impact 
on the island’s economy. The assessment shows that, over the 1999-2004 period, more 
than 6,000 direct jobs were created, earned incomes increased significantly and GDP 
increased by over $1.9 billion over five years, while municipal, provincial, and federal 
revenues increased by $10.8 million, $60.1 million, and $64.8 million respectively. 


The New Brunswick economy expanded by 2.6% in 2004. The goods-producing 
industries — approximately 30% of the province's output — advanced 2.9%, supported by 
increased manufacturing and construction. Strong economic activity in the 
transportation, retail and wholesale trade sectors underpinned growth of 2.5% in the 
service-producing industries. 


The New Brunswick forestry industry faced difficult market conditions in 2004. 
Numerous jobs were lost at Nexfor Fraser Papers in Edmundston, and the closure of the 
St. Anne-Nackawic hardwood pulp mill in Nackawic left approximately 400 people out 
of work. In addition, the UPM Miramichi kraft mill closed permanently, eliminating 
approximately 400 jobs in Miramichi. The results were more positive for the province's 
wood products industry, where both production and shipments of lumber products 
increased. The call centre industry, with over 20,000 employees, continues to grow in 
New Brunswick. Tourism activity in 2004 was on par with the previous year. 
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Summary of Performance 


Following are summaries of the Agency’s performance for fiscal year 2004-2005 in the 
three strategic outcome areas. These strategic outcomes do not operate independently, 
but fit within a framework of interlocking programs, policies and initiatives that are 


designed to be cohesive, integrated and sustainable. 


cs se d SESE EES ee 
Enterprise Improve growth and Ongoing | $277.6 million 
Development competitiveness of 
Atlantic SMEs 
Community Economic opportunities $218.8 million 


Development for Atlantic Canadians 


Enterprise Development 


Critical to developing an innovative economy is 
fostering the start-up, growth and competitiveness of 
Atlantic small and medium-sized enterprises (SMEs). 
This is achieved through investing in research and 
development, providing SME skills and training, 
expanding trade and promoting foreign direct 
investment and venture capital. 


Policies and programs $17.7 million 
to support and promote 
growth in the Atlantic 


economy 


Policy, 
Advocacy and 
Co-ordination 


To achieve results, ACOA focusses on: 


Hy 


Innovation — Innovation continues to be at the forefront of ACOA’s economic 


Increased productivity — 
on track 


$271.8 million 


Increased earned income — 
on track 


$167.1 million Building community capacity — 


on track | 


4 


$11.4 million Implement recommendations 
arising from the February 2004 © 
Speech from the Throne and 


Budget 2004 — exceeded 


| 
1 
i 
| 
| 
| 


Enterprise Development — Key Areas 


Increasing the capacity to conduct and 
commercialize R&D 


Increasing exports and attracting more 


foreign investment 

Stimulating the growth of 
entrepreneurship and business skills 
development 


agenda. The Agency works to promote better interaction among key innovation 
stakeholders, ensuring a strengthened SME capacity to innovate, with greater access 
to risk-oriented financing and with the ability to develop and commercialize new 


ideas. 


Significant momentum has been created through investments under the Atlantic 
Innovation Fund and the National Research Council, which have led to increased 
research and development activity in Atlantic Canada. Several strategic partnerships 
between universities, the private sector and government were formed, exceeding 
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2004-2005 projections. Sectors such as information technology, biotechnology, and 
oil and gas have been strengthened. ACOA has also worked to improve SME access 
to risk-oriented financing for innovation projects. In the last year, nearly 50 new 
products, processes or services were commercialized with the help of ACOA’s 
investment. More SMEs have become aware of commercialization and technology 
development processes by attending ACOA-sponsored information and training 
sessions. In fact, ACOA funded 17 technology-based SMEs in their start-up phase, 
nearly tripling the 2004-2005 target. 


2. Entrepreneurship and Business Skills Entrepreneurship and Business Skills 
Development — A key means of achieving Development ~ Key Initiatives 
more employment and economic . Innovation Skills Development Initiative 
opportunity in Atlantic Canada is to ensure . Women in Business Initiative 
there are more entrepreneurs. Targeting . Young Entrepreneur Development 
Atlantic Canada’s youth, entrepreneurship Initiative 


awareness and promotion creates an Sab se sna ———— 
environment in which entrepreneurship is widely perceived as as a career option. 
Emphasis is also placed on skills development and promoting life-long learning for 
existing entrepreneurs, recognizing the particular needs of women in business and 
Aboriginal entrepreneurs. ACOA is also involved in tackling the critical human 
resource constraints experienced by innovative firms, especially those in the 
knowledge-based economy, and enhancing opportunities for the region to both retain 
and attract highly qualified graduates. ACOA more than doubled its target in this 

area. 


In the last year, ACOA’s focus on delivering leadership and entrepreneurship skills 
workshops to youth resulted in an increased awareness of entrepreneurship as a career 
option among approximately 9,000 young Atlantic Canadians - more than 12 times 
the number planned. In addition, several hundred business owners profited by 
receiving business counselling, management skills training and professional 
development opportunities, all with the aim of strengthening their management 
capacity and, ultimately, increasing their survival and growth rates. Projected targets 
for 2004-2005 have been exceeded in several areas. 


3. Trade and Investment — Promoting trade and investment is critical to economic 
development and is a key part of ACOA’s work. Over the past few years, strong 
national and regional economies and increasingly liberalized trade agreements have 
provided the impetus for continued export and foreign direct investment growth 
among Atlantic Canada’s business community. With fewer than three percent of the 
region’s SMEs currently involved in export activity, ACOA focusses on proactive 
measures aimed at addressing these challenges and significantly increasing the level 
of export activity and foreign direct investment in Atlantic Canada. 


ACOA works independently, and in partnership with other federal departments and 
the four provincial governments, to deliver its strategic approach to trade and 
investment development. Successful initiatives, such as the Team Canada Atlantic 
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missions to key markets in the United States have generated more than $35 million in 
sales for Atlantic Canadian businesses. In the last year, ACOA’s investment in 
awareness of exporting as a growth option to Atlantic Canadian firms resulted in over 
1,700 potential exporters receiving the training, counselling and mentoring needed to 
become exporters. This year’s surveys show that nearly 80 ACOA-assisted 
non-exporting firms, plus an additional 83 active exporters, have successfully secured 
new export markets. Key initiatives, designed to increase foreign direct investment in 
Atlantic Canada, were developed and implemented in the last year, and partnerships 
with both federal and provincial stakeholders were formed to assist in the 
development of trade and investment throughout Atlantic Canada. 


Community Development 

The economic strength of rural communities is an essential part of the economic health of 
the Atlantic region. Compared to Canada as a whole, a larger portion of Atlantic 
Canada’s population is based in rural areas. ACOA’s presence in these rural areas is 
having a positive effect by supporting existing firms, encouraging new start-ups and 
creating real jobs. ACOA relies on partners to deliver business counselling and capital to 
rural communities throughout Atlantic Canada. During 2004-2005, ACOA continued to 
work with Community Business Development Corporations (CBDCs) and Regional 
Economic Development Organizations (REDOs) to ensure a high level of strategic 
planning to guide the economic development of their communities. A formative 
(interim) evaluation of the Strategic Community Investment Fund (SCIF) confirmed that 
SCIF is, indeed, a good model and, by co-ordinating with other departments, ensures 
community projects fit an overall regional strategy. 


In 2004-2005, ACOA provided $66 million in assistance under SCIF which, in turn, 
leveraged an additional $59.6 million in financing. The Community Futures Program has 
provided an essential source of capital for SMEs and, according to the 2004-2005 CBDC 
activity reports, assisted 1,172 new and existing businesses. This resulted in the creation 
of 1,214 jobs and maintenance of 2,225 jobs. ACOA was also involved in supporting 
various REDOs in obtaining ISO 9001-2000 registration, which applies to the process 
that influences service quality. 


Policy, Advocacy and Co-ordination 

In recent years, ACOA has placed a priority on strengthening its policy capacity. While 
the policy function continues to represent a comparatively small part of ACOA’s resource 
expenditures, the function now plays a significant role in guiding the Agency’s policy 
and program activities. The development of a response to The Rising Tide strategy for 
the Government of Canada was a major accomplishment during 2004-2005. The 
Agency's Procurement Network has continued to demonstrate and promote Atlantic 
Canada as capable of participating in major government procurement. ACOA also 
provides key analysis and advice to ensure that the region’s interests are reflected in 
national policy and program development, such as policy work on the social economy. 
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ACOA continues to co-ordinate its efforts and provide leadership on major economic 
issues and in the management of special projects and key initiatives. 


Further details on ACOA’s accomplishments may be found in Section II of this report. 


Alignment of Outcomes: ACOA and the Government of Canada 


The Agency's strategic outcomes and activities are aligned with Government of Canada 
outcomes as found in Canada's Performance 2005. Canada’s Performance provides a 
whole-of-government view and a "road map" of the government, from the main themes 
of the government's agenda to information in departmental planning and performance 
reports. The table below shows how ACOA’s activities and outcomes link to the 
Government of Canada’s outcomes. 


SS 


An innovative and knowledge-based economy Enterprise Development - Innovation 


Enterprise Development 
Community Development 


Income security and employment for Canadians 


A fair and secure marketplace Enterprise Development - Entrepreneurship and Business Skills 
Development 
A vibrant Canadian culture and heritage Community Development : 


- Atlantic Canada Cultural and Economic Partnership; 

- Interdepartmental Partnership with the Official Language 
Communities; 

- Memorandum of Understanding with Industry Canada -- 
Investment in Acadian and Francophone Youth 


Strong economic growth Enterprise Development 
Community Development 
Policy, Advocacy and Co-ordination 
Sustainable Development Strategy 


Aboriginal peoples Community Development - Aboriginal Economic Development 


A clean and healthy environment Enterprise Development 
Community Development 
Sustainable Development Strategy 
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Changes in Reporting Structure 


In December 2003, the Government of Canada’s Treasury Board Secretariat (TBS) 
embarked on a process to improve the approach to gathering and reporting expenditure 
management and performance information for the whole of government. A new 
Expenditure Management Information System ensued, leading to an improved structure 
for reporting on the use of resources and on the results achieved. This new structure, the 
Program Activity Architecture (PAA), is the key to linking the components and activities 
related to planning and reporting. In concert with the TBS, ACOA completed the 
adoption of its new PAA in the summer of 2004. 


This Departmental Performance Report shows both planned and actual results achieved, 
consistent with these new policies and initiatives and, where appropriate, financial data 
have been realigned. Since its launch, the PAA has evolved to better reflect the Agency's 
activities and business. Specifically, there has been a shift in terminology for certain 
Program Activities and Sub-Activities. In order to clarify this and to be as consistent as 
possible, the terminology used during 2004-2005 is being used throughout this report, 
with the previous terminology in brackets where appropriate. The following table 
demonstrates changes in the structure, ensuring consistency between the financial tables 
in this report and the amounts displayed in the 2004-2005 Estimates and Public Accounts. 


Enterprise Development 


Foster SME Development and Growth (Access to Capital) 


Main Estimates 


Planned Spending 


Total Authorities 


Actual Spending 


Access to Information 


Main Estimates 


Planned Spending 


Total Authorities 


Actual Spending 


Community Development 


Community Economic Development 


Main Estimates 


Planned Spending 


Total Authorities 


Actual Spending 
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Special Response Measures 


Main Estimates 


Planned Spending 


Total Authorities 


Actual Spending 


Infrastructure 


Main Estimates 


Planned Spending 
Total Authorities 


Actual Spending 


Policy, Advocacy and Co-ordination 
Policy Research 


Main Estimates 


Planned Spending 


Total Authorities 


Actual Spending 
Advocacy 

Main Estimates 
Planned Spending 
Total Authorities 


Actual Spending 


Co-ordination 


Main Estimates 


Planned Spending 
Total Authorities 


Actual Spending 


Main Estimates 
Planned Spending 


Total Authorities 


Actual Spending 
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Corporate Services 


Program 
Sub-activities 


Program 


Strategic 
Outcomes 


Activities 


Section II — Analysis of Performance 
by Strategic Outcome 


Organization of Section IT: 


Strategic Outcome — Enterprise Development 

Program Activity: Foster SME Development and Growth (Access to Capital) 
Program Sub-activity: Innovation 
Program Sub-activity: Entrepreneurship and Business Skills Development 
Program Sub-activity: Trade 
Program Sub-activity: Investment 
Program Sub-activity: Tourism 
Program Sub-activity: Other Support to SMEs 

Program Activity: Access to Information 


Strategic Outcome — Community Development 
Program Activity: Community Economic Development 
Program Sub-activity: Support for Self-sustaining Economically Viable Communities 
Program Sub-activity: Access to Government Business Services 
Program Activity: Special Response Measures 
Program Activity: Infrastructure Programming 


Strategic Outcome — Policy, Advocacy and Co ordination 
Program Activity: Policy Research 
Program Activity: Advocacy 
Program Activity: Co-ordination 


Strategic Outcome — Enterprise Development 
Improved growth and competitiveness of Atlantic SMEs, 
leading to increased productivity, earned incomes and job creation. 


Through a wide variety of programs and services, ACOA helps SMEs to start up, 
expand and modernize, and works to improve the environment for business 
development by focussing on two activities: fostering the growth and competitiveness of 
SMEs, and facilitating access to business information. 


Part of ACOA’s mandate is to enhance the growth of earned incomes and employment 
opportunities in the region. The Agency is successful in its endeavours, as evidenced by 
the employment growth of ACOA-assisted firms. Statistic Canada data show that the 
percentage increase in employment growth consistently remains higher than that of 
unassisted firms. Over the period 1992-2002, employment growth in ACOA-assisted 


Section II — Analysis of Performance by Strategic Outcome iF 


Strategic Outcome — Enterprise Development 


firms exceeded that of unassisted firms, both on an all-industry basis (32% versus 22%) 
and for the crucial manufacturing sector (31% versus a decline of 8%). 


Employment Growth 1992-2002 
Manufacturing Sector 


The data show even better results for the 
smaller manufacturing firms. For firms 
with fewer than 20 workers, the 


percentage change in employment growth ies een 
for ACOA-supported firms is four times | 
that of unassisted firms. Sixty-five 80 + — 


| 
60 +—— 


percent of ACOA-supported 
manufacturing firms are categorized as 
small. 


40 - 


The $700-million Atlantic Investment 
Partnership (AIP), launched in 2000, has 
ereatly benefited the region, allowing for | | 
increased economic development. | on LAll Sizes <20 20-999 > 100__ 
Atlantic Canada now has more R&D 

activity, more opportunities in rural ; 
communities, more exports and exporters, source: statistics ae Y Sinicnue aie ix 
more foreign investment, and better . 
skilled entrepreneurs. 


20 | 


Percentage Growth 


0| 


Size of Firm (# of workers) 


The AIP has achieved positive results specific to the Enterprise Development Strategic 
Outcome. One example is the Atlantic Innovation Fund (AIF). Under the AIP umbrella, 
the AIF has proven to be a key catalyst in encouraging strong partnerships among 
businesses and the research community, increasing innovation capacity in Atlantic 
Canada, and encouraging the commercialization of new products, processes and services. 
As a second example, a series of highly successful Team Canada Atlantic trade missions 
to the United States have already generated over $35 million in export sales for 
participating Atlantic Canadian companies. Other examples of positive results include 
investments in SMEs for training or to hire highly skilled workers through the Innovation 
Skills Development Initiative, to help improve the growth and competitiveness of 
women-owned businesses through the Women in Business Initiative, and to enable more 
young Atlantic Canadians to develop the skills needed to successfully launch and grow a 
business through the Young Entrepreneur Development Initiative. The AIP has made a 
$60-million investment in building human capital in the Atlantic region. 


To support existing and aspiring entrepreneurs, the Canada Business Service Centres 
(CBSCs) provide business-related services and information products. Interaction 
between the CBSCs and their clients has almost doubled over the past two years. The 
CBSCs continuously adapt their information products and tools to keep up with 
technology and client needs (e.g. self-serve Internet access, customized service packages 
and information guides on pertinent business themes). 
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Strategic Outcome — Enterprise Development 


Program Activity: 
Foster SME Development and Growth (Access to Capital) 


Provide assistance to improve the climate for business growth to small and 
medium-sized enterprises to help them start, expand or modernize their businesses. 


ACOA recognizes that increased competitiveness is a key factor in achieving expanded 
employment opportunities and higher living standards for the Atlantic region. To help 
the region’s economy shift its output to high-productivity activities and associated higher 
levels of real wages, the Agency focusses on small and medium-sized enterprises 
(SMEs). Productivity growth is impressive for ACOA-assisted firms, being more than 
three times that of unassisted firms. ACOA’s impact on firms with fewer than 20 
employees is evident, with productivity growth more than doubling, compared to a 
decrease of 18.5% for unassisted firms.’ 


The impact of ACOA programming is also evident in the increase in payroll growth of 
ACOA-assisted firms. Statistics Canada data indicate that the average payroll increase 
over a ten-year period (1992-2002) is 23% higher for assisted firms than for unassisted 
firms. 


To become more competitive and growth-oriented, ACOA assists firms to recruit experts 
and train existing staff. But it doesn’t stop with existing firms; ACOA exposes youth, 
through the school systems and universities, to activities and presentations that help 
young people become more aware of entrepreneurship and gain business management 
skills. ACOA encourages a co-ordinated federal approach to tourism development by 
maintaining or forming strategic partnerships. Further, technology development under 
ACOA programs helps to strengthen strategic technology networks and allows for 
resource sectors to increase their competitiveness. 


All of these crucial activities allow for stronger, more stable businesses, thus contributing 
to the survival of Atlantic SMEs. The five-year business survival rate for ACOA clients 
is more than two times that of unassisted businesses. The impact of ACOA programming 
is once again evident for smaller firms (firms with fewer than 20 workers). After one 
year of operating, the survival rate is 76% (24% of supported firms fail within the first 
year). After five years, approximately 55% are still operating. These figures compare 
with a survival rate of 60% for unassisted firms after one year, and only 22% after five 
years. 


* Source: Statistics Canada, Proxy for Labour Productivity, 1999-2001. 
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Strategic Outcome — Enterprise Development 


ACOA also works to disseminate market intelligence to private and public sector partners 
to allow for a more effective use of federal, provincial and private sector financial 
resources. In addition, unsecured loans provided to Atlantic firms act much like equity, 
making the eligible projects more “bankable” and leveraging funding from other sources. 
Under ACOA’s Business Development Program, close to 500 Atlantic SMEs benefited 
from financial assistance in 2004-2005. 


Program Sub-activity: Innovation 


Increase activity in and build capacity for innovation, research and development 
(R&D) of technologies, products, processes or services, technology adoption/adaptation 
and commercialization of R&D outputs that contribute to economic growth in Atlantic 
Canada. 


ACOA strives to ensure small and medium-sized enterprises, universities and regional 
communities become more innovative in the development 
and adoption of new products, services and technologies. 
Developing and adopting new products and services that are 
currently unavailable in the market place will give businesses 


a competitive advantage critical to capturing market share 
and maintaining good profit margins. The Agency, through 
its policies and varied funding programs, such as the Atlantic Innovation Fund (AIF) and 
the Innovation component of the Business Development Program (BDP), is working with 
all stakeholders to improve the level of development and adoption within the region. 


Recently, the AIF Results-Based Management and Accountability Framework called for 
a formative (interim) evaluation mid-way through the five-year life of the program. 
Conclusions of the evaluation include: 

e The AIF is a good model that addresses an actual need. 

e The overall Request For Proposals Process, with an Advisory Board, is leading to the 
selection of the best projects. 

e The program is already having a positive impact in terms of leveraging an additional 
$1.14 for every dollar it has invested in projects; helping to form meaningful 
partnerships; increasing R&D capacity and activity; and showing signs of 
contributing to the development and commercialization of new products, processes 
and services. 


Other Agency observations include: 

e There has been an increased emphasis on commercialization by universities and other 
research organizations. 

e Universities and other research organizations are partnering with businesses, as well 
as with each other, at a level not seen before. Such partnerships are highly desirable 
for the advancement of Innovation in Atlantic Canada. 


e New scientists and researchers are being attracted to Atlantic Canada. 
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Strategic Outcome — Enterprise Development 


e A significant number of approved AIF projects (71) will augment development of the 
emerging clusters in the region of aquaculture, information technology, life sciences, 
and oil and gas/oceans technology. 


More information on innovation is available on ACOA’s Web site at: 
http://www.acoa-apeca.gc.ca/innovationE/index.shtml. 


Specific plans, targets and results are presented in the following table. 


Plan: Increase activity in, and build capacity for, innovation and R&D leading to new technologies, 
products, processes or services that contribute to economic growth in Atlantic Canada. 


Target: Result: 
First-time partnerships for technology development and Target exceeded. Achieved 55. 
commercialization — 30 per year. 


The Agency has implemented a number of new AIF R&D projects in the region. For instance, through the 
AIF, ACOA implemented all of its 55 R&D projects under Round II of the program, featuring new strategic 
partnerships between the universities, the private sector and government. 


Target: Result: 

Strengthened strategic sectors/clusters (e.g. aquaculture, Target exceeded. Strengthened 10 sectors. 
ocean industries, biotechnology, information technology) - 

four sectors/clusters per year. 


Sectors strengthened as a result of assistance under the AIF and BDP-Innovation were: information 
technology (wireless, software and e-business), biotechnology, fisheries, health and medical, forestry, 
aquaculture, environmental technologies, oil and gas, manufacturing/processing, and mining. 


Target: Result: 
Strengthened innovation system linkages through support Target met. Strengthened two innovation 
to strategic technology networks — two per year. system linkages. 


Springboard Atlantic Inc., supported under the AIF, is a major pan-Atlantic initiative involving 14 Atlantic 
universities, which focusses on commercialization of university research. In addition, through the BDP, 
ACOA supported the establishment of five Industry Liaison Offices at universities in mainland Nova Scotia, 
whose primary role is commercializing university research outcomes. This initiative is complementary to 
Springboard Atlantic Inc. 


Target: Result: 
Strengthened technology development that allows resource Target exceeded. Strengthened five sectors. 
sectors to increase their competitiveness — two sectors. 


Resource sectors strengthened as a result of technology development under the AIF and BDP were: oil and 
gas, fisheries, mining, forestry and agriculture. 

One of the significant non-commercial projects was a $10-million BDP contribution to Memorial University 
of Newfoundland for the Inco Innovation Centre. This funding is in addition to the $13.1 million 
contribution under Round II of the AIF, which was approved in 2003-2004. This incremental funding 
provides additional R&D capacity to the centre, primarily in the area of hydrometallurgical processing, 
thereby contributing to the R&D requirements of the Voisey’s Bay project's hydrometallurgical 
demonstration scale processing facility. 
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Strategic Outcome — Enterprise Development 


Plan: Improve SME access to risk-oriented financing for innovation projects, thus increasing the capacity 
for commercialization of R&D outputs. 


Target: Result: 
New innovation projects — 45 per year. Target met. 


Through the BDP, assisted 45 R&D projects that have commercialization of new products, processes or 
services as an objective. 


Target: Result: 
Start-ups of technology-based SMEs - six per year. | Target exceeded. Funded 17 technology-based 
SMEs in the start-up phase. 


Plan: Improve the awareness and implementation of commercialization and technology development 
processes at the SME, academic and institutional levels by developing innovation partnerships and by 
hosting awareness sessions and commercialization sessions targeting SMEs, government and university 
research institute participants. 


Targets: Result: 
e 15 innovation awareness sessions, Targets exceeded. Conducted 28 sessions, with 
targeting 180 participants. approximately 640 participants. 


e Seven advanced innovation sessions. 


The Agency was involved in session topics on strategic clusters, including: information technology, 

biotechnology, health and medical, oil and gas, aquaculture, e-commerce, environmental technologies, 

software, manufacturing, mining, forestry and advanced materials. For example: 

e In Nova Scotia, ACOA supported sessions to target Innovative Management Practices, including Lean 
Manufacturing. 

e In Prince Edward Island, ACOA held bioscience sector networking events and a session on 
patent-protecting in biotechnology. 

e Enterprise Cape Breton Corporation held a session on wireless technology in Cape Breton. 

e In New Brunswick, ACOA implemented IT awareness sessions and a session on new product 
development. 


Program Sub-activity: 
Entrepreneurship and Business Skills Development 


Foster opportunities for Atlantic Canadians to develop the motivation and business 
skills required to start, sustain or grow their own businesses. 


ACOA and its partners take on the critical work of ensuring akaadle , 
that more Atlantic Canadians have opportunities to develop ais) 


the skills needed to start and grow a business, for those new [Planned Spending 
businesses create jobs and economic growth in Atlantic 
Canada. Actual Spending 


ACOA understands that people must first become aware that entrepreneurship is a 
realistic career option. This is why ACOA supports entrepreneurship awareness and 
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Strategic Outcome — Enterprise Development 


promotion, primarily targeting the region’s youth. Youth must know that they are 
capable of creating their own futures here in Atlantic Canada. Aspiring entrepreneurs 
need access to ways of exploring entrepreneurship. ACOA supports an array of training 
options, workshops and venturing programs that enable Atlantic Canadians interested in 
entrepreneurship to learn what it takes to conceive, plan and start a business. Once in 
business, entrepreneurs need access to ongoing support and opportunities to hone. their 
skills. ACOA supports ongoing training, mentoring and other means of enhancing 
business skills. 


Recent evaluations indicate that these investments are working. Some key results 
flowing from independent evaluations of three of ACOA’s principle entrepreneurship and 
business skills development programs are as follows. 


Innovation Skills Development Initiative (SDI) 

e 90% of firms saw early indications that their ISDI-supported projects would result in 
additional innovative activity in their respective firms. 

e A high percentage of respondents (84%) considered ISDI to be addressing the most 
critical skills gap in their firms. 

e Asaresult of the ISDI project, over one-half of the firms had already made additional 
investments in skills development. 


Women in Business Initiative (WBI) 

e The evaluation concluded that the WBI is meeting the needs of women entrepreneurs 
in Atlantic Canada, with the great majority of clients (approximately 88%) indicating 
they needed the initiative’s services. 

e Because of the WBI, women business owners now have better access to business 
advice and support services, including training and networking opportunities. (In 
2004-2005, over 2,000 women business owners received business counselling 
through the WBI.) 

e The WBI is addressing access to capital challenges faced by women. Approximately 
one out of every five women who would have been turned down for a loan before the 
WEBI is now able to obtain a loan. 


Young Entrepreneur Development Initiative (YEDI 

e A strong majority (88%) of participants agreed that the YEDI activity gave them a 
positive view of owning a business. 

e The majority (72%) of YEDI participants said they are likely to start their own 
businesses, 

e Of those young people who had already started a business, a strong majority (83%) 
agreed that the YEDI activity in which they participated will help them grow their 
businesses. 


Details on the results of evaluations may be viewed on ACOA’s Web site at: 
http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 
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Strategic Outcome — Enterprise Development 


More information on entrepreneurship is available on ACOA’s Web site at: 
http://www.acoa-apeca.gc.ca/e/business/entrepreneurship.shtml. 


Specific plans, targets and results are presented in the following table. 


Plan: Increase awareness of entrepreneurship as a career option, particularly among young Atlantic 
Canadians. 


Target: Result: 
Encourage entrepreneurship by exposing a minimum of — Target not met. 
50% of 15-29 year olds in Atlantic Canada to 

entrepreneurial role models through use of media, such 

as television and the Internet. 


It is estimated that over 80,000 young Atlantic Canadians (17% of 15-29 year olds) were exposed to 
entrepreneurship as a career option through various activities, including presentations in schools, and 
through the media and Internet. Although this represents good exposure, it is lower than anticipated due to 
the fact that some awareness activities could not be implemented as planned. 


Target: Result: 
Deliver leadership and entrepreneurship skills Target exceeded. 
workshops to approximately 700 youth. 


Activity in this area was much greater than anticipated with approximately 9,000 youths participating in 
leadership/entrepreneurship skills development activities, such as training and workshops. 


Target: Result: 

Expose more than 200 university students to activities Target exceeded. 
that will help them gain skills in entrepreneurship and 

other aspects of business management. 


Over 900 university students developed their entrepreneurship and business skills through Agency-funded 
activities. These included internships and entrepreneurship course work developed with ACOA support. 


Target: Result: 

Expose approximately 700 junior and senior high school Target exceeded. 
students to a multimedia presentation that promotes 

entrepreneurial opportunities. 


978 students received presentations to make them more aware of entrepreneurs and business opportunities 
in non-traditional growth sectors. As well, DVDs highlighting entrepreneurial opportunities and business 
planning skills were distributed through schools to a potential audience of 4,500. 


Target: Result: 

Increase awareness of, and participation in, entrepreneurial | On track. ACOA continues to work to 

opportunities and activities of Aboriginal youth. increase awareness of entrepreneurship 
among Aboriginal youth. 


Over 800 Aboriginal youth participated in activities including business planning competitions, 
entrepreneurship camps, training and workshops. The Nunatsiavut Business Centre in 
Happy Valley-Goose Bay has enhanced its services and is expecting 350 clients per year, including youth. 
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| Plan: Promote life-long learning by supporting opportunities for Atlantic Canadians to learn about 
entrepreneurship, to access business support services, to network and to share best practices and improve 


their business management skills to help them successfully start and grow their businesses. 


Target: Result: 
Contribute to business survival and growth rates by providing Target exceeded. 
opportunities for at least 1,400 Atlantic Canadians per year to 

participate in business management skills development 

workshops, seminars and other similar activities. 


Over 3,000 entrepreneurs had the opportunity to improve their business skills in workshops, conferences 
and related activities. 


Target: Result: 


Support youth entrepreneurship by assisting 400-500 young On target. 
people to create small businesses as a means of obtaining summer 
employment. 


Through various summer and student venturing activities, 460 young people learned what it takes to create 


their own jobs for the summer. 


Plan: Provide enhanced opportunities for Atlantic Canadian entrepreneurs to continue to improve and 
apply their business management skills, and become more competitive and growth-oriented. This will be 
achieved mainly through three initiatives: the Innovation Skills Development Initiative (ISDI), the Women 
in Business Initiative (WBI), and the Young Entrepreneur Development Initiative (YEDI). Activities 
include business counselling and advisory services, as well as training and professional development 
opportunities and support. 


Target: Result: 

ISDI: Assist approximately 200 firms over the three-year period Target exceeded. 
2003-2004 through 2005-2006 to train existing staff and recruit 

experts, experienced managers and skilled graduates. 


As of March 31, 2005, 416 projects with Atlantic Canadian firms had been undertaken. 


Target: Result: 

WBI: Assist approximately 1,000 women business owners over Target exceeded. 
the three-year period 2003-2004 through 2005-2006 to strengthen 

their management capabilities and business development skills. 


In 2004-2005 alone, over 2,000 women business owners received business counselling through the WBI. 
As well, 672 accessed business management skills training, 197 accessed consultant support, 879 attended 
workshops, and over 3,000 attended business information sessions. Eight entrepreneurs participated in an 
innovation training pilot, with participants rating this intensive approach and the results achieved very 
positively. 
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Target: Result: 

YEDI: Involve approximately 3,000 young people over the Target exceeded. 
three-year period 2003-2004 through 2005-2006 in 

activities and programs designed to develop the attitudes 

and business skills needed to successfully launch and grow 

a business. It is anticipated that increased exposure to 

experiential learning opportunities will lead young 

entrepreneurs to apply these new skills and knowledge to 

their own ventures. 


A review of YEDI undertaken in 2004-2005 indicated that approximately 6,000 young people had, at that 
time, participated in YEDI-supported activities. 


Program Sub-activity: Trade 


Provide assistance to help businesses enter international markets, strengthen 
international marketing capabilities and improve international business performance. 


During 2004-2005, ACOA continued its role in strengthening 
the export performance of the Atlantic region by enhancing 


the capabilities of small and medium-sized businesses to 


establish and expand through international activities. In this | Planned Spending 
capacity, ACOA continues to organize various trade a ee ; a 
awareness and counselling sessions and provide SMEs with ened ee 


critical mentoring and coaching to become exporters. ACOA is also involved in helping 
students and graduates get hands-on experience in the trade industry, while assisting new 
and existing export firms to strengthen their export capacity. 


In 2004-2005, ACOA supported the development and implementation of several export 
sector strategies under the Atlantic Trade and Investment Partnership (ATIP), a five-year 
federal initiative designed to help Atlantic Canada realize its full potential in both 
international trade and investment. Through ATIP, ACOA continued its work with 
partners in the private sector, academia, provincial governments and other federal 
departments to develop initiatives aimed at building the export capacity of Atlantic 
Canadian SMEs during 2004-2005. 


Trade missions continue to be a catalyst for initiating and expanding export activity in the 
region. The combined participation of companies, associations, industry leaders and key 
government officials results in such things as increased market intelligence, strategic 
alliances, the creation of jobs, and increased export sales. 


More information on trade is available on ACOA’s Web site at: 
http://www.acoa-apeca.gc.ca/e/business/trade/index.shtml. 
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Specific plans, targets and results are presented in the following table. 


Plan: Provide regional trade information and support awareness of exporting as a growth option to 
Atlantic Canadian firms through trade awareness sessions, one-on-one counselling, conferences, seminars, 
and trade mentoring/coaching programs. 


Targets: Results: 

e Assist 400 potential exporters in committing to e Target exceeded. 1,705 potential exporters 
exporting and meeting basic export were assisted. 
readiness/skills. 


Assist 60 SMEs in becoming new (first-time) e Target exceeded. 79 first-time exporters 
exporters. were assisted. 


Conduct 20 trade mentoring/coaching e Target exceeded. 115 trade 
consultations. mentoring/coaching consultations were 
provided throughout region. 


In New Brunswick, ACOA organized nine trade mentoring/coaching consultations throughout provincial 
communities. Moreover, 933 businesses, representing potential exporters, attended sessions aimed at 
increasing their export readiness/skills. In Nova Scotia, 29 potential exporters were assisted through 
strategic trade missions, including a multi-sectoral trade mission of young entrepreneurs to the Boston 
market. In Newfoundland and Labrador, trade initiatives were offered in key areas of focus for SMEs, 
including transportation and border crossings and logistics management, which were aimed at increasing 
the export capacity of participating firms. 


Plan: Develop a larger Atlantic Canadian pool of skilled and experienced trade specialists, and facilitate 
the employment of more qualified trade graduates of Atlantic Canadian universities/colleges, through 
initiatives such as the Export Partnering Program and the Export Internship for Trade Graduates. 


Targets: Results: 

e Enable 20 trade graduates to gain practical work e Target exceeded. 55 students placed. 
experience through internships with firms that are 
new and/or existing exporters. 


e Enable 20 students to gain first-hand international ¢ Target exceeded. 54 students participated. 
trade experience through participation in the 
development of research and export marketing 
plans for firms that are new and/or existing 
exporters. 


Under the Export Internships for Trade Graduates (EITG) program, the Agency, in partnership with 
Atlantic Canadian post-secondary institutions, placed 54 university students (who completed formal 
training in the area of trade) with companies actively pursuing new export markets. This program provides 
hands-on, trade-related work experience for the students, while contributing to the export performance of 
the region by providing SMEs with in-house trade expertise. 

The Export Partnering Program (EPP) in New Brunswick continues to be highly successful in meeting its 
goals. Partners this year included the University of New Brunswick (Fredericton and Saint John campuses) 
and the Université de Moncton, Atlantic Baptist University (a new academic partner), Industry Canada and 
Trade Team New Brunswick. The EPP seeks to ensure that small and medium-sized businesses are 
equipped with the skills they need to become export savvy by pairing companies that lack exporting 
experience with teams of business students specializing in marketing programs. During the 2004-2005 
academic year, 10 companies were matched. This co-operation and collaboration culminated in a trade 
mission to Boston at the end of the academic year (May 2004). Companies have gone on to increased 
export sales and partnerships within the New England market as a result of this initiative; moreover, 
participating students have gained practical hands-on experience working in international development. 
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Plan: Promote export development partnerships, consensus and “clusters of capability” in sectors/sub- 
sectors through the development of selected sector export strategies. 


Target: Result: 

Engage industry associations in the development Target exceeded. 27 sectors strategies were 
and/or implementation of eight sector export developed and/or implemented through the 
strategies. engagement of industry associations. 


Under the Atlantic Trade and Investment Partnership (ATIP) program, the Agency supported the 
development and implementation of five pan-Atlantic strategies within the cultural, life sciences and 
environmental industries, as well as 22 provincially based strategies, including some of the following: 

e energy, boatbuilding and the film industry in Nova Scotia; 

e environmental industries, agri-food and agriculture, and information technology in New Brunswick; 

e diversified manufacturing, wind energy and value-added wood products in Prince Edward Island; and 


e metalworking and boatbuilding in Newfoundland and Labrador. 


Plan: Initiate and expand export activity in selected international markets through the organization of trade 
missions, complemented by dissemination of trade research and sector/market information through 


seminars and conferences. 


Targets: Results: 

e Provide 150 existing exporters with necessary e Target exceeded. 373 exporters 
information and skills to expand their export assisted. 
activities. 

e Assist 60 existing exporters in successfully securing e Target exceeded. 83 exporters assisted. 


new export markets. 


A sampling of successful initiatives completed by the Agency includes: 

e Building on the previous success of eight trade missions to New York, Atlanta, and Boston, ACOA 
organized a mission to Washington. The mission enabled 27 companies and 42 business and associate 
delegates to explore the Greater Washington Area market. 

e An ACOA-led mission to the United Kingdom, in the aerospace and defence sector, included 14 
companies, three regional associations and two economic development agency representatives. 
One-on-one meetings with industry leaders resulted in numerous strategic alliances and long-term 
agreements. In addition, select participants indicated that they expect to create jobs and implement 
new technologies as a result of the mission. 

e In Nova Scotia, ACOA-led missions to Los Angeles and Trinidad/Tobago assisted the energy and 
cultural sectors. Twenty companies participated on these missions, leading to increased market 
intelligence, technology exchanges, increased export sales and export development. 

e In Cape Breton, three trade missions were organized to various markets within the environmental 
industries and consumer products sectors, supporting 10 firms. These missions allowed participating 
firms to increase their export-readiness skills and secure new markets. 

e In Prince Edward Island, ACOA led missions to Chile, Barbados and east Asia, with strong 
participation from the private sector and post-secondary educational institutions. ACOA initiated an 
innovative approach to the Mexican market with a comprehensive program designed to enhance 
market entry. The program included a pre-market assessment, three virtual trade missions, 
market-specific training and concluded with a trade mission. 

e In Newfoundland and Labrador, ACOA assisted in the organization of a multi-sector mission to 
Ireland where 20 businesses and organizations from sectors such as information technology, tourism 
and culture, and environment participated. ACOA also supported the Newfoundland and Labrador 
Organization of Women Entrepreneurs, which organized a delegation of four women-owned apparel 
businesses that attended the 8th Annual Women's Apparel Rep Locator Show in Chicago. These two 
activities allowed participants to further their knowledge of customs and government export 
regulations, explore export opportunities, and form strategic alliances. 
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Program Sub-activity: Investment 


Provide assistance to attract foreign direct investment. 


Through the Atlantic Investment Strategy (AIS) many key 


initiatives were developed and implemented during = : 
2004-2005 to support increased Foreign Direct Investment 


(FDI) in Atlantic Canada. A greater pan-Atlantic so devisneinis 


co-operative effort allowed for advances in the areas of investment research, investment 
intelligence dissemination, and innovation and lead development. In addition, 
pan-Atlantic activities, such as site tours and various marketing materials, supported the 
region in its promotion and awareness efforts and in profiling the region abroad. 


Planned Spending 


More information on investment is available on ACOA’s Web site at: 
http://www.acoa-apeca.gc.ca/invest/index.shtml. 


Specific plans, targets and results are presented in the following table. 


ae 
Plan: Foreign direct investment intelligence, generation of investment leads, and greater regional 
investment attraction capacity by strengthening investment partnerships and marketing initiatives. 


Target: Result: 
Continuation of pan-Atlantic investment research and Target achieved, with ongoing development. 
enhancement of a competitive intelligence process. 


An important aspect of FDI development is based on the provision of timely and relevant investment 
information and intelligence. During 2004-2005, the Agency developed new and improved intelligence 
gathering and dissemination initiatives, which resulted in a broader and timelier source of investment 
opportunities to be pursued directly by the Agency or passed on to provincial partners. Other key 
initiatives included the update of a site selector database, greater Agency involvement in KPMG’s 
Competitive Alternatives study, and completion of numerous research pieces targeted at attracting FDI to 
Atlantic Canada. In Nova Scotia, ACOA completed a labour market analysis of the call centre industry 
aimed at identifying opportunities for investors. In New Brunswick, the Agency developed a 
community-based immigration plan aimed at increasing FDI opportunities for the region. 


Targets: Results: 
e Advocacy and liaison with Investment Partnerships e Target achieved, with ongoing 
Canada and the departments of Foreign Affairs and development. 


International Trade. 


e Greater co-operation between Industry Canada, the e Target achieved, with ongoing 
Provinces and ACOA in investment promotion and development. 
research through the Pan-Atlantic Investment 
Co-ordination Committee. 


Continued work through the pan-Atlantic Investment Co-ordination Committee has allowed for increased 
co-operation between federal and provincial partners for investment promotion. Initiatives undertaken 
include: distribution of intelligence information, research and potential leads to the Agency’s provincial 
partners; and the development and initial planning of pan-Atlantic initiatives to increase FDI in the region, 
including a Venture Capital Forum. 
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Target: Result: 
Participation in various conferences and missions Target achieved. 
(e.g. CoreNet, Team Canada Atlantic, World Investment 

Summits). 


Participation in the Team Canada Atlantic mission to Washington, which included: two networking 
luncheons; participation in various conferences and missions, including CoreNet 2004 in San Antonio, a 
Shared Services event in Miami and the Economic Developers Association of Canada (EDAC) conference; 
and participation in an Investment and Technology mission to France. 


Plan: Develop and provide relevant information about the region as an attractive investment site and 
profile the region as part of investment missions. 


Target: Result: 

Engage in joint pan-Atlantic investment activities such as Target achieved, with ongoing development. 
familiarization tours for site selectors and business editors, 

and investment conferences and missions. 


On a pan-Atlantic scale, joint initiatives, including the update of key site selector databases, were used for 
direct marketing purposes to support investment attraction. 

An ACOA-led mission to France, in the ocean technology sector, included 13 business and research and 
development delegates who participated in one-on-one meetings set up with industry and key government 
officials. This mission focussed heavily on investment attraction and technology exchanges between the 
two regions and led to the development of a reverse mission from France to Atlantic Canada for Fall 2005. 
In Prince Edward Island, ACOA continued its work with Invest PEI through the development of its Web 
site and promotion of the region. Invest PEI led an investment mission to northern Italy, in addition to 
conducting investment activities on trade missions. Furthermore, promotion of the region was undertaken 
in Newfoundland and Labrador, where ACOA worked with the EXCITE Corporation to host several 
familiarization tours for promoting various sectors and regions within the province. 

In Nova Scotia, familiarization tours were organized to further promote the region to EDAC site selectors. 


Target: Result: 
Maintain an ACOA investment Web site to provide Target achieved. 
information for site selectors/corporate investors. 


A promotional strategy will be implemented aimed at directing more clients to the Agency’s Web site at: 
http://www.acoa-apeca.gc.ca/invest. 


Target: Result: 

Provide timely intelligence and investment products to Target achieved, with ongoing development. 
industry associations, federal and provincial partners and 

other FDI stakeholders. 


Lead development data were provided to partners, further helping to attract and increase FDI in Atlantic 
a 

Target: Result: 
Develop a sector-specific media campaign on the region’s — Project delayed. 


cost advantages — advertisements to be placed in targeted 
U.S. and European business and sector magazines. 


This project was delayed due to a change in government advertising policies during 2004-2005. To be 
developed in 2005-2006. 
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Target: . Result: 

Production of information/awareness materials Target achieved. Numerous pieces of 

(e.g. Atlantic Advantage Profile, sector-specific e-business _ collateral marketing materials were 

CD cards) for distribution to partners and contacts. developed and produced for the Agency's 
regional partners, International Trade 
Canada posts abroad, site selectors in the 
U.S. and Europe, and other 
federal/provincial partners. 


Marketing materials were developed and produced for numerous sector fact sheets (including aquaculture, 
biotechnology, information technology, and culture) aimed at increasing awareness and promotion of 
Atlantic Canada as a profitable place to do business. The materials were produced in various languages for 
the Agency’s priority markets including: Mandarin, Norwegian, German, Japanese and French. 
Development of investment tool kits promoting key sectors within the region were also started in areas 
such as aquaculture and oil and gas. In New Brunswick, the execution of Phase III of a marketing 
communication plan with Enterprise Miramichi and the City of Miramichi was undertaken. The objective 
is to attract attention to regional companies from foreign investors. 


Program Sub-activity: Tourism 


Provide assistance to projects designed to contribute to increased growth, profitability 
and wages in the tourism sector through planning, advocacy and market research; 
product development, marketing and readiness; strategic investment in infrastructure, 
amenities and facilities; enhance quality of tourism product; and extend the tourism 
season or multi-seasonal expansion. 


As an economic sector, tourism offers significant wealth and 
job creation opportunities for Atlantic Canadians. During 
2004-2005, tourism generated $3.03 billion in new revenues, 
$500 million in tax revenues and 110,000 jobs for Atlantic 
Canadians. As a percentage of the GDP, tourism contributes 
significantly more to the economy of Atlantic Canada (5%) 
than it does to the national economy (2.7%). 


Actual Spending 


ACOA is a catalyst for tourism innovation in Atlantic Canada. Through its partnerships 
with tourism industry associations, private sector groups and other governments, ACOA 
has fostered an unprecedented, co-operative, regional approach to tourism development 
and marketing in Atlantic Canada. The Agency’s leadership has helped focus the tourism 
industry’s attention on strategic tourism investments and activities that increase 
profitability, investment and wages in the tourism sector. ACOA’s strategic approach to 
tourism involves support to projects that extend the tourism season; enhance the quality 
and appeal of the region’s tourism products and experiences; increase revenues and 
employment derived from the tourism sector; and ensure the sustainability of tourism in 
Atlantic Canada. 


The Agency continues to build strong industry-government relationships to market 
Atlantic Canada as a tourism destination in international markets under the Atlantic 
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Canada Tourism Partnership. Marketing strategies aimed at the New England and 
mid-Atlantic region of the United States, Europe and Japan build upon and enhance the 
brand equity established by provincial partners and major industry players (transportation 
providers, travel agents, tour operators, destination marketing organizations) in targeted 


international markets. 


ACTP performed exceptionally well in 2004, a year that 


witnessed a slower than anticipated global tourism recovery 
arising from depressed market conditions brought about by 


such events as SARS, the war in Iraq, and a stronger 


Canadian dollar. The 2004 ACTP resulted in a significant 


return on the expenditure of public funds. With an actual 


ROI of 17 to 1, every dollar invested in the Partnership in 


2004 generated $17.60 in tourism spending in Atlantic 


Canada.° This success was driven by the U.S. consumer advertising campaign, which 


generated $66.9 million in advertising-generated revenue 


and achieved a 20.25 to 1 ROI.’ 


The Tourism Atlantic Marketing Initiative (TAMI), a tourism recovery program directed 
at Atlantic Canada’s primary domestic tourism markets (Quebec and Ontario), met with 
success again in 2004. These markets continued to suffer from the lingering effects of 
SARS and a stronger Canadian dollar. By leveraging incremental marketing investments 
at the provincial level, the 2004 TAMI was a strategic means of attracting increased 
visitation and revenues from targeted markets. The return-on-investment (ROI) for the 
2004 TAMI exceeded its objective. An ROI of 25.84 to 1 was reached, meaning that 


every dollar invested in the domestic marketing initiative 
spending in Atlantic Canada.” 


resulted in $25.84 in tourism 


Building the tourism industry is evident in all provinces of Atlantic Canada. ACOA 
invests in building tourism-related infrastructure; developing new tourism products; 
enhancing existing accommodation facilities; and participating in strategic marketing 


plans, product-readiness programs and related studies. 


Tourism partnerships are flourishing in all provinces. In 


Newfoundland and Labrador, ACOA’s partnership approach 


to tourism development is exemplified by recent and 


significant partnerships with the provincial government and 
Hospitality Newfoundland and Labrador (HNL) for a new 
product development strategy. This strategy was the catalyst 
for the formation of a new federal, provincial and industry 


(HNL) committee that will examine the strategy’s 


2003-2006 
Target 


U.S. Program 


2004 
Resul 


2004 
Target 
Visitation 75,000 


$90.0 
million 


Revenues 


* Tourism Synergy Ltd., Evaluation of Year 2 of the Atlantic Canada Tourism Partnership 2003-2006, 


March 2005. 


“U.S. Committee: Atlantic Canada Tourism Partnership, 2004 ACTP Conversion Study, February 2005. 
° Tourism Atlantic Marketing Initiative Conversion Study, January 2005. 
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2004 
Result 
99,100 


$128.4 
million 
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recommendations and determine how these recommendations can be jointly 
implemented. With HNL being the voice of the tourism industry in Newfoundland and 
Labrador, the creation of this committee has enabled industry input on the strategic 
direction both levels of government have for tourism. 


Enterprise Cape Breton Corporation (ECBC) continues to work toward the 
implementation of the Tourism Road Map, a strategic development plan for the tourism 
industry in Cape Breton. With ECBC’s support, this year marked the grand opening of 
several major tourism infrastructure products in Cape Breton including the Membertou 
Trade and Convention Centre, the Port Hawkesbury Trade and Exhibition Centre and the 
redeveloped Sydney Marine Terminal, which will host an expanding cruise ship market. 
ECBC has also provided support for the expansion of the Glace Bay Miner’s Museum. 


In Nova Scotia, ACOA continues it partnership with the Nova Scotia Tourism 
Partnership Council, a collaboration of various levels of government and the tourism 
industry working toward the Nova Scotia Vision for Tourism. ACOA also continues to 
work in partnership with the Tourism Industry Association of Nova Scotia (TIANS) and 
the Province on projects to enhance the competitiveness of the tourism industry. 


Through its partnerships with the Tourism Industry Association of New Brunswick 
(TIANB) and the Province of New Brunswick, ACOA participated in the creation of a 
new tourism development strategy for the province. Other partnerships with TIANB and 
the Province resulted in the delivery of a new professional development program for 
tourism, and ACOA’s community-based partnerships created economic development, 
employment and investment opportunities for New Brunswick's rural communities 

(e.g. Aboriginal Heritage Gardens, Point-du-Chéne Wharf Rehabilitation, the Gorge in 
Grand Falls, and the 400" anniversary of the arrival of the French in North America). 


In Prince Edward Island, a Memorandum of Understanding signed by the Tourism 
Industry Association of Prince Edward Island (TIAPE]I), the Province and ACOA will 
continue to chart provincial tourism development priorities and strategies. Other 
partnerships with TIAPEI and Tourism PEI are addressing tourism technology issues and 
a new system to track and report on tourism-related activity at the provincial level, 
including a full assessment of the sector’s economic impact and contribution to the 
provincial GDP. ACOA also provided significant leadership in the development of a 
five-year competitiveness strategy for the province’s tourism industry. This industry-led 
strategy, developed in partnership with the newly formed provincially appointed Tourism 
Advisory Council, recommends new agendas for tourism research, product development 
and marketing. 
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Specific plans, targets and results are presented in the following table. 


Plan: Increase investment in and development of strategic tourism products, services, experiences and 
geographic areas by: administering the Bouctouche sustainable tourism communities model and mentoring 
program to candidate tourism communities; co-ordinating best practice missions that empower tourism 
operators with the knowledge required to develop in-demand, quality tourism products, services and 
experiences; and working strategically with sub-sector tourism product groupings. 


Target: Result: 
Deliver the Bouctouche model to five new tourism On track. 
communities; provide post-workshop mentoring to 

seven tourism communities; and provide on-line training 

to 10 community leaders. 


Model delivered to 11 communities. Aftercare provided to three additional tourism communities. On-line 
training provided to 10 community leaders. 


Target: Result: 

Deliver 10 new themed “best practices” missions to be 60% of target achieved. 
attended by 120 industry and Destination Marketing 

Organization (DMO) representatives from Atlantic 

Canada. 


Delivered six missions attended by 67 DMO representatives. Four missions postponed pending assessment 
and revamped mission strategy. 


ae 
Target: Result: 
Develop strategic public and private sector partnerships On track. 


to generate five new streams of high quality, niche 
tourism products and experiences. 


Significant progress being made in the development of five new streams of high quality, niche tourism 
products including culinary, themed retailing, tourism trails, RVs and campgrounds, and heritage tourism. 


Plan: Conversion from traditional, resource-based, consumptive tourism practices to business and 
communities demonstrating non-consumptive and sustainable tourism practices by: working with 

federal/provincial partners to develop priority projects; communicating the need to focus on the quality and 
sustainability of the product; and providing infrastructure assistance to strategic tourism businesses. 


Target: Result: 
Form strategic partnerships to bring a co-ordinated federal On track. 
approach to tourism development in Atlantic Canada. 


Strategic partnership maintained/formed with the Canadian Tourism Commission, Parks Canada, Canadian 
Heritage and ACOA regional offices. 
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Target: Result: 

Host four Tourism Working Group meetings to exchange Target achieved. 
information and to bring a co-ordinated regional approach 

to product development, tourism policy and program 

co-ordination. 


Quarterly Tourism Working Group meetings were held across the region. 


Plan: Increase tourism-related activity in Atlantic Canada by: forming strategic partnership to bring a 
co-ordinated, regional approach to marketing the Atlantic region in export markets; developing and 
marketing new, non-peak season tourism products; and providing leadership in the areas of brand 
development and brand marketing. 


Target: Result: 

Atlantic Canada Tourism Partnership project that generates Target exceeded. 
a 10:1 return-on-investment in U.S. markets and a 5:1 

return-on-investment in Japan, Germany and the United 

Kingdom. 


20:1 return-on-investment in U.S. consumer markets; nearly 9:1 return-on-investment in European and 
Asian markets’. 


Target: Result: 

2004 Tourism Atlantic Marketing Initiative (TAMI, a Target exceeded. Nearly 26:1 ROI 
tourism industry recovery project) that generates a 12:1 

return-on-investment in targeted domestic markets. 


Target: Result: 
Participate in Ministerial Task Forces and Working On track. 
Groups toward the development of a new National 

Tourism Strategy (NTS). 


Task force provided with information on its tourism investments, strategic approach to tourism, future 
directions, etc. Awaiting next stage in NTS development. 


Target: : Result: 

Assist five industry sub-sectors to develop and promote — Target exceeded. 
themed, interactive, in-demand, market-ready, peak and 

non-peak season tourism products and experiences. 


Sub-sectors included Atlantic Canada Cruise Association, Resorts Atlantic, Economuseums, Atlantic 
Outdoor Adventure Partnership, Signature Attractions of Atlantic Canada, and L ‘Acadie. 


°F valuation of Year 2 of the Atlantic Canada Tourism Partnership 2003-2006, by Tourism Synergy Ltd., 
March 2005. 
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Plan: More effective use of federal, provincial and private sector financial resources by: informing 
tourism businesses and lenders about highest productivity tourism products, strategic investment areas and 
emerging opportunities in tourism; and forming strategic planning partnerships with federal and provincial 
governments, industry groups, industry associations, etc. 


Target: Result: 
Host five workshops/information sessions attended by Project cancelled. 
private and public sector lenders. 


Workshop pre-planning revealed significant shift in lenders’ ability to make investment decisions 
regionally. Project deemed un-actionable. 


Target: Result: 

Revise communication strategy directed at Target achieved 
disseminating market intelligence to private and public 

sector partners. 


Continued dedication of one staff person to the co-ordination of ACOA’s pan-Atlantic tourism 
communication efforts. Resulted in increased communication efficiencies. 


Target: Result: 
Maintain strategic partnerships with 15 industry groups, § 7anget exceeded. 
associations, etc. 


Strategic partnerships established or maintained with ten provincial and two territories governments, four 
federal agencies, five tourism industry associations and seven industry groups. 
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Program Sub-activity: Other Support to SMEs 


Provide assistance to support increased private sector investment, business planning 
and/or marketing for the domestic market, and to establish venture and seed capital 
funds. 


As of March 2005, ACOA had invested over $774 million in 
almost 6,000 repayable projects under its Business 
Development Program since February 1995. These projects 
have been successful in stimulating the Atlantic Canadian 
economy and have helped create thousands of jobs. Asa 
regional development agency, ACOA invests in projects that 
are of a higher risk than those that commercial lenders are prepared to take on - risks that 
are, nonetheless, carefully evaluated. 


Authorities 
Actual Spending 


Ensuring that SMEs have access to capital is central to ACOA’s mandate. It is well 
recognized that Atlantic Canada lags behind the rest of the country with respect to the 
availability of venture capital. GrowthWorks Atlantic Venture Fund is a new 
pan-Atlantic, labour-sponsored venture capital fund that will operate in all four Atlantic 
provinces. The fund, once operational, will make investments in emerging and growing 
Atlantic Canadian SMEs that need equity to grow and prosper. These investments will 
range from $500,000 to $5 million for a minority ownership position in companies that 
offer potential for good profitability. Offices will be located in Halifax, St. John’s and 
Moncton or Fredericton, and eventually in Charlottetown. On November 19, 2004, 
ACOA announced an investment of $10 million toward the start-up and operating costs 
of this fund. 


Specific plans, targets and results are presented in the following table. 


Plan: Assist SMEs in Atlantic Canada to establish, expand or modernize by providing capital assistance. 


Target: Result: 
Through the Business Development Program, invest Target exceeded. Financial assistance was provided 
in approximately 400 Atlantic SMEs annually. to 488 Atlantic SMEs. 


For example, Pro-Dive Marine Services of Mount Pearl, Newfoundland and Labrador, was assisted in 

developing a joint venture with Scan Mudring AS of Mandal, Norway, to provide deep water excavation 
services to Canada’s east coast oil industry. Such services are required by east coast operators, but there 
| were no suppliers of these precision excavation services in North America. 
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Plan: Maintain ACOA’s Consulting Advisory Services (CAS) and place more emphasis on 
counselling/mentoring and skills development/productivity improvements. (The CAS was established in 
1991 to act as a tool to assist ACOA Account Managers and Development ieee: in addressing specific 
client problems or opportunities on a timely basis.) 


pee Result: 
Enhance financial partners’ awareness of ACOA’s Ongoing. 535 CAS projects approved, worth 
role in the area of access to capital and information. $2.8 million. 


These projects enhanced financial partners’ awareness of ACOA’s role in the area of access to capital and 
information. 


In late 2003, the Access to Capital Review Committee was created to assess capital gaps 
and opportunities for Atlantic SMEs. Examples of recommendations that have already 
been implemented include improvements to the Seed Capital ConneXion Program for 
Young Entrepreneurs (later known as the Seed Capital Program) and assistance toward a 
venture capital project (GrowthWorks Atlantic Venture Fund). 


Program Activity: Access to Information 


Provide counselling, mentoring and information referrals to Atlantic Canada. 


ACOA works to ensure that a wide variety of business development tools and resources 
are available to Atlantic entrepreneurs throughout all stages of the business life cycle, 
from the time they are thinking about setting up a new business to the time they are 
planning for growth and expansion. Providing wide-ranging business information, from 
developing business plans to finding new export markets, can tip the scale on whether a 
new business is created or an existing business grows. ACOA provides this service 
primarily through a network of Canada Business Service Centres (CBSCs) that it 
manages in Atlantic Canada on behalf of the Government of Canada. 


Serving the business community and entrepreneurs of Canada for over 10 years, the 
CBSCs reduce the complexity of dealing with various levels of government by serving as 


a central resource for Canadian businesses. 


For more information on the CBSCs, refer to Section IV, Table 13, Horizontal Initiatives. 
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Specific plans, targets and results are presented in the following table. 


Plan: Expand outreach to potential business clients through the availability of timely and useful 


information and the provision of assistance to prepare business and project plans. 


Target: Result: 
Develop new information products/tools and strengthen information On track. 
networks/partnerships to facilitate broader access to government 

business information and services for Canada Business Service 

Centres (CBSCs) through such activities as the integration of 

electronic on-site libraries, increased use of electronic tools, and 

improved relationship with and capacity of partner sites to answer 

business questions. 


The CBSCs, in conjunction with the CBSC National Secretariat, developed and implemented a new contact 
management and client information system. 

The CBSCs also focussed on improving their on-line library by reducing information overlap, streamlining 
products, translating program information, and developing customized service packages and new 
information guides on pertinent business themes such as human resources, exporting and procurement. 

The Canada / New Brunswick Business Service Centre worked closely with ACOA and Business 

New Brunswick on the innovation initiative in developing a Web site for business clients. The New 
Brunswick CBSC also worked with the CBSC National Secretariat to move its IT environment to a Web 
base, which would allow for improved operability with partners at all levels of government. 


Target: Result: 
Increase awareness of services and tools available at the CBSCs by On track. 
facilitating access to information for community and business clients, 

by enhancing the relationship with the network of partners, and by 

increasing delivery of information on CBSC services and partners to 

the business community. 


The CBSCs continued to organize and participate in presentations, information sessions and trade shows to 
increase awareness of their services and tools among partners and business clientele. For example, the 
Canada / PEI Business Service Centre organized on-site tours for representatives of local banks, 
educational institutions and business groups. 

Continual improvement was also made to CBSC information tools. For example: 

e The Canada / Newfoundland and Labrador Business Service Centre developed and launched a 
business planning video in partnership with the Y-Enterprise Centre; 

e The Canada / Nova Scotia Business Service Centre organized focus groups with four rural 
communities to identify access information requirements, preferred methods of access, and to increase 
CBSC awareness; 

e To improve reach in southeastern New Brunswick, a satellite office was also established with the 
Enterprise Centre in Shediac; 

e The Canada / New Brunswick Business Service Centre worked with the NB Enterprise Network to 
produce a joint trade show communication tool. 

Various events were also organized relating to the CBSCs’ tenth anniversary. 
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Strategic Outcome - Community Development 
Economic opportunities for Atlantic Canada through community economic development. 


EES PEPE TE ES 


Community Development is about strong and sustainable communities, be they rural, 
urban or Aboriginal. These communities continue to be the foundation of Atlantic 
Canada’s social and economic fabric. This is why community development remains a 
key component of ACOA’s regional development strategy, and local involvement 
remains a cornerstone of this strategy. 


More opportunities in rural communities were achieved due in great part to the success of 
the $700-million Atlantic Investment Partnership (AIP) launched in 2000. The Strategic 
Community Investment Fund (SCIF) has had substantial impact on the economy of rural 
Atlantic Canada by supporting initiatives that help smaller communities strengthen their 
economic base and stimulate investment and job creation. Since its launch, SCIF has 
invested $178 million in 486 community initiatives worth a total of $383 million. 


In 2004-2005, ACOA continued to support ‘ual Aetna 
its communities in addressing their priorities Five-year Survival Rate 
and achieving new growth and economic | Firms in Rural Areas 
opportunities. The support that ACOA | 
provides toward community development is 
strengthening the rural economy. The 
five-year survival rate for ACOA-assisted 
rural businesses is almost two times that of 
unassisted firms in rural areas. Community 
Economic Development activities and 
programming empower communities to take 


Percentage 


responsibility for managing their own future eames aie cee ee 


and creating opportunities for economic se ACOA Clients —#— Unassisted Firms 
development. Access to the right business 

services is critical to new and existing entrepreneurs, including information, guidance, 
counselling and financing. The Community Business Development Corporations offer 
these services and are key players in community development. 


The Special Response Measures are designed to facilitate alternate and replacement 
economic opportunities in communities or areas that experience closure of significant 
employers or other significant shocks to employment. Infrastructure Programming 
enhances municipal infrastructure in urban and rural communities throughout Atlantic 
Canada. Since 2000, the federal government has committed close to $169 million for 
more than 630 projects under the Infrastructure Canada Program. 
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Program Activity: Community Economic Development 


Provide assistance to improve the climate for business growth and/or to small and 
medium-sized enterprises to help them start, expand or modernize their businesses. 


There are 867 communities’ in Atlantic Canada, 97% of which have a population of less 
than 10,000. In addition, 46.1% of the region’s population lives in rural areas. While the 
overall economy of the Atlantic region has fared quite well over the past five years, 
unemployment, youth outmigration and rural depopulation remain significant challenges 
for Atlantic Canada. For example, over the past decade, Atlantic Canada’s rural 
population declined by 7.5% and the number of Atlantic Canadians aged 15 to 29 
declined by over 20% (which translates into a loss of over 115,000 young people). 


For these reasons, ACOA continues to focus on community economic development to 
foster business and economic opportunities for communities within Atlantic Canada. 
Such activity and programming empower communities to take responsibility for 
managing their own future and building community capacity. Such activities: 

e help to create self-sustaining, economically viable communities by supporting 
community economic development organizations in developing and implementing 
strategic and operational plans; and 

e enhance potential, new and existing small and medium-sized enterprises to access 
government business services in the areas of financing, counselling and information. 


Program Sub-activity: 
Support for Self-sustaining Economically Viable Communities 


Support initiatives that improve the economic base of communities in the long term. 


Strong communities, both rural and urban, are the foundation for 
economic growth in Canada. As such, ACOA’s efforts continue " 
to focus on creating strong, sustainable communities throughout Pianicel Spending 110.1 
the region. The Agency does this by supporting community Authorities [elit 
economic development organizations in developing and | Actual Spendin 102.3 
implementing strategic and operational plans. 


’ Source: Statistics Canada 2001 Census of Canada. In the 2001 Census of Canada, communities are 
known as census subdivisions or municipalities. 
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Recognizing that local involvement is critical to community-based economic 
development strategies, ACOA, for example, continues to work with regional and local 
partners, such as the 41 Community Business Development Corporations (CBDCs) and 
the 52 Regional Economic Development Organizations (REDOs) in Atlantic Canada, to 
build community capacity to create viable opportunities for community and economic 
development. 


To build community capacity, the Agency works with its community partners to help 
develop strategic tools to assist them in achieving their economic objectives. Such tools 
include training, integrated work plans, business plans and strategic plans. The Agency 
also works closely with communities of interest, particularly rural, Black, Acadian and 
Aboriginal communities to enhance opportunities for growth. 


ACOA’s Strategic Community Investment Fund (SCIF) continued to help communities 
throughout Atlantic Canada to create opportunities for economic development in order to 
stimulate investment and job creation. This five-year program ended in March 31, 2005. 
A formative evaluation of this program, which was conducted in 2004-2005, found that 
this program is a good model and that SCIF projects meet the program objectives. 
ACOA will continue to place emphasis on the diversification and enhancement of 
economies of Atlantic communities through its programming. 


The Agency’s Seed Capital ConneXion Program for Young Entrepreneurs (later known 
as the Seed Capital Program), which is delivered by the CBDCs and urban-based 
partners, continues to help young Atlantic Canadians between the ages of 18 and 29 years 
to start and expand businesses and provide them with opportunities to enhance their 
business management skills. 


Specific plans, targets and results are presented in the following table. 


Plan: Strengthen community planning and development through increased use of strategic community 
planning tools. 


Target: Result: 

Achieve a stronger community planning process and economic Ongoing. ACOA continues to assist in 
base by using tools such as SCIF, the 41 CBDCs, and the 52 enhancing community planning. 
REDOs and other federal and provincial partners. 


ACOA continues to work in partnership with 52 REDOs throughout Atlantic Canada, and ongoing support 
continues for the 41 CBDCs. 


Target: Result: 
Through SCIF, continue to help communities plan and implement Target met. 
self-sustaining, viable opportunities for economic development. 


In 2004-2005, 202 projects were approved, worth approximately $66 million and leveraging additional 
$59.6 million in financing. 
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Target: Result: 
In Prince Edward Island, develop three- to five-year strategic On track. 
plans for the regions served by regional economic development 

organizations that do not have current plans. 


Supported a five-year strategy for western Prince Edward Island. Further development work is planned. 


Target: Result: 
Strengthen the network of community planning and co-ordination | Ongoing. Support to communities in 
organizations through initiatives in training, and strengthen Nova Scotia and Newfoundland and 
results analysis by working with the recently established Labrador continues to be provided 
Association of Regional Development Authorities (RDAs) in through funding and partnerships with 
Nova Scotia and the Regional Economic Development NLREDAs and Nova Scotia RDAs. 


Association in Newfoundland and Labrador (NLREDA). 


In Nova Scotia: 

e Hosted four regional collaboration sessions with ACOA staff, RDAs, University Business 
Development Centres and CBDCs with the goal of improving client service through improved 
inter-organizational effectiveness. 

Result: 54 direct immediate results were identified and acted upon, and four key recommendations 
to ACOA were identified and will be implemented in 2005-2006. 

e In partnership with the RDAs and the Province of Nova Scotia, supported 13 one-on-one training 
sessions on improved RDA results measurement and accountability. 

Result: The RDAs now report on results via a customized RDA logical model format. 

e Supported the RDAs in obtaining ISO 9001-2000 registration. 

Result: Five of the 13 obtained ISO 9001-2000 registration; remaining eight targeted for 2005-2006. 

In Newfoundland and Labrador, assisted the NLREDA to: 

e Develop a communication plan to help guide the organization’s communication efforts. 

e Update its strategic plan to reflect a clearer understanding of the support that its members are 
requesting, and outline the efforts required to provide these services. 


Target: Result: 

Support the development of communities of interest including Ongoing. ACOA continues to make 

Black, Acadian and Aboriginal initiatives in Nova Scotia. progress in supporting these 
initiatives. 


Through the Black Business Initiative (BBI): 

e 16 Black-owned businesses were provided a total of $151,000 in loans, creating 21 full- and part-time 
jobs, and maintaining another 16 jobs. (Source: Client Activity Report) 

e Five Community Economic Development-related projects were supported, totalling $20,200. 

e Four Black to Business publications were published, 75 presentations were given, seven youth camps 
were held, and one workshop was hosted. 

e Over 100 clients were provided with business management skills training. 

e The BBI Community Economic Development Investment Fund (CEDIF) pool was expanded by an 
additional $104,000. 


In the Acadian community: 

e 16 projects totalling $2.8 million were supported through the Atlantic Canada Economic and Cultural 
Partnership. 

e Supported initiatives including the Municipality of Clare Entrepreneurship Centre, Le Conseil de 
développement économique de la Nouvelle-Ecosse, Expo Acadie 2004, Forum économique, and La 
Fédération acadienne de la Nouvelle-Ecosse (FANE) signage initiative. 

Aboriginal economic development activities: 

e Improved Bear River’s First Nation Heritage and Cultural Centre into a Heritage Gallery and tourist 
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attraction showcasing Mi’kmaq art, history and culture. 
e Assisted the Millbrook Band Council in its efforts to train 15 Millbrook residents at its Arctic Char 
facility and to establish a customer IT service facility. 
e Provided operational support to Ulnooweg Development Group, Atlantic Canada’s only Aboriginal 
capital corporation, to ensure it can continue efforts to improve operational performance. 
e Assisted First Nation communities in pursuit of community economic development opportunities and 
capacity building including Membertou (trade and community centre), Chapel Island (tourism), 
Eskasoni (training and entrepreneurship development), Wagmatcook (heritage complex), and 
Whycocomagh (tourism development). 


Result: 


Target: 


Strengthen the Regional Economic Development Boards On track. In Newfoundland and 
(REDBs) in Newfoundland and Labrador by re-examining the | Labrador, there is a renewed focus on 
funding mechanisms and governmental partnership structures. | economic development. 


REDBs are encouraged to have a very clear focus on realistic opportunities and a broader plan on how to 
develop them. In addition, the Agency is using these business plans as the basis for renewed REDB 
operational funding. 


Target: Result: 

Provide resources, strategic information and technical support | Ongoing. ACOA continues to assist in 
to community economic development partners for planning enhancing community planning. 
purposes at the community level including REDBs in 

Newfoundland and Labrador. 


In Newfoundland and Labrador, ACOA established 20 zone teams (one per zone), comprising staff from 
different program sections and industry sectors, to review and analyze the REDB business plans. 


Target: Result: 

Extend 350 loans per year to young entrepreneurs through Target exceeded. 379 loans provided, 
continued support from the Seed Capital ConneXion Program resulting in 282 new businesses, the 
for Young Entrepreneurs. creation of 496 jobs and the 


maintenance of 174 jobs. (Source: 
Delivery partner activity reports) 


Target: Result: 

In New Brunswick and in Newfoundland and Labrador, Target exceeded. 18 (of a possible 20) 

develop regional work plans reflecting ACOA and community — business/work plans developed in 

practices supporting inclusive and systematic planning process | Newfoundland and Labrador; 15 

(target of 15 work plans for New Brunswick). integrated work plans developed in 
New Brunswick. 


In Newfoundland and Labrador, business plans have been developed by 18 of the 20 REDBs. These plans 
help the Agency better integrate zone strategic economic planning into the Agency’s program delivery. 

In New Brunswick, all 15 Enterprise Agencies continue to implement their respective community strategic 
ae and integrated work plans developed with their federal, provincial, and local partners. 
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Program Sub-activity: Access to Government Business Services 


Sharing information, providing counselling and referrals. 


ACOA’s Community Economic Development efforts are designed 


to create strong, sustainable communities throughout the region. As 
such, the Agency continues to focus on increasing the availability of 


Actual Spending 
government business services, such as financing, counselling and 


information, particularly in rural areas and Aboriginal communities. These business tools 

are critical for improving opportunities for successful business start-up, survival and 

growth, and, ultimately, sustainable job creation. To achieve this objective, ACOA 

continued to undertake a number of key activities in 2004-2005: 

e Maintaining ongoing partnerships with the 41 Community Business Development 
Corporations (CBDCs) in Atlantic Canada. The CBDCs provide counselling and 
financial services to SMEs in rural regions. They also administer ACOA’s Seed 
Capital ConneXion Program for Young Entrepreneurs (later known as the Seed 
Capital Program) and are partners for ACOA’s Women in Business Opportunity 
Program. 

e Enhancing the economic development capacity of Aboriginal communities by 
collaborating with the Aboriginal Business Service Network and by developing 
relevant training and information products for both the Aboriginal business 
community and Aboriginal development officers. 

e Strengthening the relationships between ACOA’s district offices and their respective 
community economic development partners and business clients. 


Planned Spending 


Specific plans, targets and results are presented in the following table. 


Plan: Expand outreach to potential business clients through the availability of timely and useful 
information and the provision of assistance to prepare business and project plans. 


Target: Result: 

In Nova Scotia and in Newfoundland and Labrador, strengthen Ongoing. In Nova Scotia, and in 

the network of field offices through better integration with Newfoundland and Labrador, ACOA 
community partners, increased support services, and focus on continues to work with the REDOs and 
working with key community clients to implement strategic REDBs. 


initiatives in each part of the province. 


In Nova Scotia, ACOA has increased its representation with the addition of three officers through 
interchange agreements with local REDOs. These officers are working on joint initiatives with community 
stakeholders in two areas of the province continuing to feel the effect of downturn in the natural resource 
sectors (Yarmouth/Shelburne and Guysborough counties). The mandate of these officers includes the 
development of projects focussed on enhancing community economic capacity and direct economic impact. 


In Newfoundland and Labrador, ACOA works with the REDBs on a daily basis, providing advice and 
financial support. In an effort to look at regional development in a more holistic manner, the Agency 
requested that each REDB develop a three-year business plan that addresses opportunities and issues for 
the zone, management and board governance, communication and financial requirements. ACOA has 
established 20 zone teams (one per zone), comprising staff from program sections or industry sectors, to 
review and analyze these plans. 
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Target: Result: 

With community economic development partners, provide Target exceeded. 22 young people 
12-month assignment opportunities to approximately 14 young _ participated in assignment 

people in New Brunswick in the field of community economic —_ opportunities. 

development. 


Five young interns were employed in CBDCs in 2004-2005. To date, 17 Aboriginal Youth Interns have 
also gained valuable experience with various host organizations. Currently, four of these participants are 
finishing their internships with the Canada / New Brunswick Business Service Centre, Joint Economic 
Development Initiative (JEDI), Public Works and Government Services Canada, and Enterprise Saint John. 


Target: Result: 

In New Brunswick in 2004-2005, ACOA district offices will Target partially met. 
have worked with 1,000 clients, requiring 5,500 client 

interventions for the development of projects. Development 

work will result in a total of 400 applications. 


2,324 clients were supported, requiring 9,953 interventions, but resulting in 317 applications. 


Target: Result: 

Strengthen the Aboriginal Business Service Network (ABSN) Ongoing. ACOA continues to strengthen 
in Atlantic Canada through: continued collaboration with the the ABSN. 

Atlantic ABSN Working Committee, development of 

Aboriginal-specific information products, and continuation of 

training and relationship building efforts. 


In partnership with the Métis Nation, anew ABSN site opened in Happy Valley-Goose Bay; the number of 
sites in Newfoundland and Labrador now totals eight; various information and training sessions held; 
CBSCs continue to identify opportunities to improve information resources and communication tools for 
the Aboriginal business community. 


Target: Result: 
Enhance economic development capacity for New Brunswick Ongoing. ACOA supported a variety of 
Aboriginal communities, economic development officers and projects and initiatives for the economic 


Aboriginal youth interns, and participate in the development of development of Aboriginal communities. 
Aboriginal projects aimed at stimulating economic 
development in Aboriginal communities. 


In New Brunswick, 75% of Aboriginal Economic Development Officers have participated in the Council 
for the Advancement of Native Development Officers (CANDO) Certification Program. Local (Atlantic 
Canada) delivery of this program is ongoing. Seventeen Aboriginal youths participated in internships. 

The Resource Sector Committee of the Joint Economic Development Initiative JEDI), in conjunction with 
the Union of New Brunswick Indians and the Mawiw Council Inc., has completed the Phase One Study for 
Sturgeon Development Initiative. Phase Two (feasibility study) is currently in the planning process for 
implementation in 2005-2006. In addition, design plans, a business plan and a market strategy have been 
completed for Metepenagiag Heritage Park. 
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Plan: Increase the number of loans and dollar amount of investments in small business to create and 
maintain jobs and improve the local economy in rural areas. 


Target: Result: 
Increase the number of counselling sessions, referrals and Target met. 
client contacts provided by CBDCs. 


Some 7,637 counselling sessions, referrals and client contacts were provided by the CBDCs in 2004-2005. 
The number of monitoring calls increased from 15,846 in 2003-2004 to 16,483 in 2004-2005. 


Target: Result: 

Help create 1,300 new jobs and maintain approximately Target partially met. 
2,900 jobs in rural areas by issuing approximately 1,300 new 

loans per year by the CBDCs. 


In 2004-2005, the 41 CBDCs reported that 1,172 businesses received CBDC loans, which helped in the 

creation of 1,214 new jobs and the maintenance of 2,225 jobs. 

The variance from the targeted result is due to: 

e The target of 1,300 was based on the number of loans approved, whereas 1,172 actually represents the 
number of businesses that signed loan agreements. It is more appropriate to report on the latter as it 
directly correlates with job creation and maintenance. 

e CBDC lending activity is considered demand-driven; therefore, job creation and maintenance levels 
will vary according to the number of loans signed. 

It should be noted that CBDCs’ lending activity slightly increased from 2003-2004. In 2003-2004, 1,156 

businesses received CBDC loans, creating 1,178 new jobs and maintaining 1,849 jobs. 


Target: Result: 
Improved access to financing for at least 400 women On track. To date, 292 women 
entrepreneurs over the three-year period 2003-2004 to entrepreneurs accessed over $10.17 million 


2005-2006 through the Access to Financing component of in financing through the Women in 

the Women in Business Initiative delivered by the CBDCs. Business Opportunity Program's lending 
partners, leveraging an additional 
$15 million in other funding. 


El 
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Program Activity: Special Response Measures 


Support initiatives that improve the economic base of communities in the long term. 


Taking advantage of its established network and knowledge of the region, ACOA 
delivers special development initiatives on behalf of the federal government to facilitate 
alternate and replacement economic opportunities in communities or areas that 
experience closure of significant employers or other significant shocks to employment. 
The Agency assists with planning and strategy development to reduce the impact of 
economic downturns and improve the economic base of communities in the long term. 


In 2004-2005, ACOA’s Short Term Adjustment Initiative of the Strategic Community 
Investment Fund (SCIF-STAI) helped to provide much-needed employment opportunities 
for individuals directly and indirectly impacted by the closure of the cod fisheries in the 
Gulf of St. Lawrence and along the coast of northeastern Newfoundland. The 
labour-intensive projects also helped these individuals refine their skills, thus increasing 
their overall employability. 


In Cape Breton, the North Inverness Recreation Centre Association received assistance to 
improve its community facility, enabling the Association to host many cultural and 
sporting events throughout the year. Several short-term jobs were created as a result of 
this project. (Source: ACOA’s Benefits Monitoring System) 


In 2004-2005, ACOA approved 50 projects under SCIF-STAI, with a total contribution 
of approximately $8.07 million. This helped communities to adjust, in the short-term, to 
the socio-economic impact of the cod fishery closure. More than 925 short-term jobs 
were created as a result of these projects for individuals impacted by the closure. 
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Specific plans, targets and results are presented in the following table. 


Plan: Facilitate alternate and replacement economic opportunities in communities or areas that 
experience closure of significant employers or other significant shock to employment by assisting with 
planning and strategy development. 


Target: Result: 
ACOA will assist communities affected by the closure of the Target met. 
Northern and Gulf cod stocks, through the delivery of the 

SCIF-STAI, by alleviating the impact of the closure on 

employment. 


In Newfoundland and Labrador, the Newfoundland T’ Railway Council received funding to continue the 
development of an old railway system that will form part of the Trans Canada Trail. This project created 
67 short-term jobs for individuals impacted by the closure of cod fishery. 


Target: Result: 

ACOA will assist the community of Saint John and the On track. Funding for this initiative 
Province of New Brunswick, both affected by the closure of — began in 2004-2005. 

the Saint John Shipyard, through delivery of the Shipyard 

Redevelopment Program to redevelop the shipyard's 

principal assets into a site appropriate for other industrial 

uses and the Industrial Diversification Program to generate 

other major industrial opportunities in the province. 


J.D. Irving Limited received funding in fiscal year 2004-2005 under ACOA’s Saint John Shipyard 
Adjustment Initiative. This project relates to the identification of opportunities for redevelopment and 
costs related to site maintenance and preparation. It ensures the closure of the shipyard site and will lead 
to further applications regarding redevelopment of the yard for long-term economic development use. 
Other development opportunities may be identified for economic development throughout New 
Brunswick. 


Program Activity: Infrastructure Programming 


Provide programming designed to renew and build infrastructure in rural and urban 
municipalities in Atlantic Canada. 


The $2.05-billion Infrastructure Canada Program (ICP) was created in 2000 to enhance 
municipal infrastructure in urban and rural communities across the country, and to 
improve Canada’s quality of life through investments that protect the environment and 
support long-term economic growth. Since agreements were signed by the four Atlantic 
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Provinces, from October 2000 to March 2005, approximately $169 million of federal 
funds have been committed to over 630 approved projects under the ICP. 

The Minister of State (Infrastructure and Communities), supported by the new 
department Infrastructure Canada http://www. infrastructurecanada.gc.ca, has been 
assigned responsibility for the overall management of this program. In most cases, the 
Government of Canada is matching the provincial and territorial contributions, and 
generally providing up to one-third of the cost of infrastructure projects. 


Budget 2001 announced the creation of a $2-billion 
Canada Strategic Infrastructure Fund (CSIF) in response 
to major infrastructure needs that cannot be dealt with 
under the current Infrastructure Canada Program. 

Budget 2003 announced a $2-billion top-up to the CSIF, 
along with a further $1-billion Municipal Rural 
Infrastructure Fund (MRIF). Eligible categories under 
the MRIF are essentially the same as the current ICP, but 
expand into some new categories such as: wastewater 
treatment, solid waste, public transit, local roads, cultural, recreation, tourism, 
environmental energy improvements and connectivity. Agreements are in place in New 
Brunswick and Prince Edward Island, and additional agreements with the remaining two 
Atlantic Provinces will be in place within the coming year. 


Delivery Agents 
e Industry Canada 


Canada 


Regions of Quebec 


Specific plans, targets and results are presented in the following table. 


Plan: ACOA, in partnership with the provincial and local governments, will deliver the Infrastructure 
Canada Program (ICP) to help renew and build physical infrastructure in rural and urban municipalities 
across Atlantic Canada. 


Target: Result: 
ACOA will administer the Infrastructure Program Agreement On track. 
in each Atlantic province by providing one-third of project 

costs to municipalities and Non-Government Organizations to 

improve basic infrastructure in the province with a focus on 

“Green Infrastructure,” including projects that improve the 

quality of the environment and contribute to national goals of 

clean air and water. Other program priorities include local 

transportation, roads and bridges, affordable housing, 

telecommunications and tourist, cultural and recreational 

facilities. 


$169 million of federal funds has been committed to over 630 approved projects. ACOA is well ahead 
of target on green objectives, with 85% of federal funds having been directed to projects in this category. 
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Infrastructure Canada Program 


e Canada Economic Development for 
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e Indian and Northern Affairs Canada — 
e Western Economic Diversification 
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Strategic Outcome - Policy, Advocacy and Co-ordination 


Adequate representation of the interests of Atlantic Canada 
in national economic policy, program and project development and implementation. 


Through its policy, advocacy and co-ordination role, ACOA anticipates and undertakes 
research in the critical areas influencing Atlantic Canada. It seeks to support increased 
competitiveness in the regional economy, co-ordinates the development roles of other 
departments as appropriate, and advocates Atlantic Canada’s interests in national 
decisions. 


One of the major initiatives undertaken in 2004-2005 was the development of a response 
to The Rising Tide strategy for the Government of Canada. This included research and 
analysis to support the development of new or renewed initiatives, and the search for 
financial resources and necessary authorities to implement these initiatives. These new 
or renewed initiatives will cover a wide range of activities in the areas of Innovation, 
Trade and Investment, Tourism, Enterprise and Skills Development, Community 
Economic Development and Strategic Community Infrastructure. 


Some of the other areas in which work was undertaken include Innovation, Productivity, 
Universities and Colleges, Social Economy / Social Enterprise, Immigration, 
Aquaculture, Environment Industries and Eco-Efficiency, Ocean Technologies, Rural and 
Urban Areas and Community Economic Development, Energy, and the New Deal for 
Cities and Communities. Please refer to the Publications section of ACOA’s Web site at 
the following address for some of the studies, results and reports that are currently 
available: http://www.acoa-apeca.gc.ca/e/library/audit/busdevprog.shtml. 


Program Activity: Policy Research 


Carry out policy analysis and research to determine the areas in which ACOA will act 
to most effectively carry out the Agency's mandate. 


Understanding the regional development issues facing Atlantic Canada is made easier by 
the in-depth policy and economic research and analysis co-ordinated by the Policy branch 
of ACOA. In addition to emerging regional, provincial and local economic issues, 
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Strategic Outcome - Policy, Advocacy and Co-ordination 


research activities address structural challenges and sectoral opportunities in the region’s 
economy. This research and analysis provides a sound basis for decision-making. 


Although the Agency has an internal research capacity, the Policy branch works closely 
with various public and private sector stakeholders who also carry out research projects. 
These partners include public policy organizations, universities, business associations and 
firms, and the community of professional economists. 


Specific plans, targets and results are presented in the following table. 


Plan: Sponsorship of policy research projects and associated activities, including consultation and 
engagement with interested parties, while undertaking internal research and analytical exercises targeting 
strategic priorities and emerging policy areas. A priority has been to integrate the recommendations arising 
from the February 2004 Speech from the Throne and Budget 2004 in the Agency’s policy and program 
agenda. 

Corporate research activities for the planning period include further research in support of innovation and 
commercialization and productivity trends. 

Outreach activities include a focus on technology commercialization and adoption and activities on 
Atlantic Canada’s urban issues. 


Targets: Results: 

e Informed policy advice resulting in improved program initiatives and resource Ongoing. See 
allocation. examples below. 

e A broader understanding of ACOA’s role in promoting economic development. 

e Better understanding of the Atlantic economy. 

e Enhanced capacity for policy research in Atlantic Canada. 


Some examples of results: 

Atlantic-wide 

e Drafted the policy response to The Rising Tide initiative. This work established a solid foundation on 
which to advance ACOA’s economic development efforts throughout the region over the next several 
years by providing a policy framework to foster the continued development of a vibrant and 
self-sustaining Atlantic Canadian economy. 

e Contracted the study Transportation and Economic Development in Atlantic Canada: Literature Review, 
which provides a descriptive analysis of the measurable impacts of transportation services and 
infrastructure on the region’s development. This represents a first step toward the development of a 
framework for the identification of appropriate policies and points of intervention to enhance 
development through national transportation-based policy. 

Newfoundland and Labrador 

e Assisted the Town of Happy Valley-Goose Bay to identify diversification options associated with future 
use of surplus infrastructure at CFB 5 Wing Goose Bay. 

e Collaborated with the Leslie Harris Centre of Regional Policy and Development at Memorial University 
of Newfoundland to host a symposium on “Growing the Economy of Newfoundland and Labrador.” 

e Undertook research and prepared a paper and presentation on the “Institutional Parameters to Growing 
the Economy of Newfoundland and Labrador” for a provincial symposium. 

e Created an interdepartmental/intergovernmental committee to carry out policy research on immigration. 
Two papers were prepared: Retention and Integration of Immigrants in Newfoundland and Labrador: 
Are We Ready?, and A Survey of Attitudes of Employers in Newfoundland and Labrador Toward the 
Recruitment and Employment of New Canadians and International Workers. 

Nova Scotia 

e Contributed to the Public Policy Forum national survey “Bringing Employers into the Immigration 
Debate.” ACOA’s contribution expanded the existing survey to ensure there were sufficient results in 
Halifax to make observations at the city level and compare Halifax to other metropolitan areas. 
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e Other immigration-focussed contract research undertaken in 2004-2005 included interviews with 
immigrants to Nova Scotia (with a focus on the skilled and business immigrant classes) to identify 
barriers and gaps that have affected immigration attraction, integration and retention outcomes over the 
past two decades, and a detailed analysis of data on immigration at the provincial and sub-provincial 
levels in Nova Scotia. 

New Brunswick 

e Finalized a value-added wood strategy and undertook sector studies in the areas of printing and 
publishing, truss manufacturing, and door and window manufacturing. 

e Updated and completed economic profiles for each of the regions (Fundy, Northeast, Northwest, 
Southeast and Southwest) and an overall New Brunswick profile. 

e Funded several immigration projects including a project to develop a business model/template for a 
comprehensive immigration pilot project involving Fredericton, Saint John and Moncton. This project 
also included several short-term activities related to Enterprise Saint John’s immigration strategy. A 
project with Enterprise Greater Moncton Inc. developed a collaborative, community-based immigration 
strategy for the Greater Moncton Region. 

e Played an active role as a member of the New Brunswick Federal/Provincial Immigration Working 
Group, which provides an ongoing forum for federal/provincial dialogue and collaboration on 
immigration in New Brunswick. 

e Participated in the “Federal Partners in Immigration” group that focusses on the development of an 
Atlantic immigration strategy. 

Prince Edward Island 

e Engaged in extensive policy activity in support of cluster development in areas of aerospace advanced 
technology, bio-science and wind energy. 

e Participated in developing an immigration/population strategy with the provincial government and other 
key stakeholders. 

e Worked with the Labour Market Development Agreement to support and fund activity with the Centre 
for Labour Force Innovation at Holland College and the Centre for Entrepreneurship Education (CEE). 

e Continued analyses and policy development in sectors and dimensions of the Prince Edward Island 
economy. 

e Broadened and enhanced work in policy areas relating to innovation benchmarking, productivity, 

immigration, labour force development and infrastructure/urban development. 


Program Activity: Advocacy 


Advocate the interests of Atlantic Canada to make new government initiatives more 
responsive to the needs of Atlantic Canada. 


The principal focus of the Advocacy function is to influence national decision-making 
processes, both proactively and reactively. The Advocacy function provides decision 
makers with up-to-date intelligence about the region’s priorities, strengths and concerns. 
The result is that new government initiatives are more responsive to the needs of Atlantic 
Canada. Specifically, this is accomplished through environmental scanning and the 
monitoring of the federal government’s priorities for linkages and impacts, alerting and 
advising government officials on emerging issues, feeding information about Atlantic 
Canada to Central Agencies, line departments and to Cabinet, and influencing the 
Government of Canada’s procurement agenda. 
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Specific plans, targets and results are presented in the following table. 


Plan: Effective defence of Atlantic Canada’s interests and promotion of the Atlantic economy by 
influencing national decisions. Analysis of national policy and program decision-making from an 
Atlantic Canada economic perspective. Development and co-ordination of complementary positions and 
activities within ACOA, between federal departments and provincial governments in Atlantic Canada. 
ACOA will build federal/provincial trade and investment partnerships through participation in Atlantic 
co-ordination meetings between ACOA, Industry Canada, the four Atlantic Provinces, and industry 
associations. 


Targets: Results: 

e Better understanding of Atlantic Canada’s strengths in Ongoing. See examples below. 
decision-making at the national level. 

e National policies and programs that better reflect Atlantic 
circumstances. 

e Tangible benefits for Atlantic Canada in national procurement. 


Some examples of results: 

Atlantic-wide 

e Provided briefings for the Minister for Cabinet Committees meetings (reactive). 

e Anticipated national policy priorities (proactive). 

e Influenced national policies, including defence and space contracting (proactive). These efforts link 
directly to the overarching national policy agenda signalled in the Speech From the Throne and 
elaborated in the federal budget; e.g. Budget 2005 provided ACOA with new resources ($708 million) 
to deliver on The Rising Tide strategy. Known as the Atlantic Investment Partnership — The Second 
Wave, this major investment will continue to support research and development, more opportunities in 
rural communities, more exports and foreign investment, and more skilled entrepreneurs working in 
Atlantic Canada. 

e Undertook advocacy on behalf of the Atlantic region to ensure that Industrial Regional Benefits (IRBs) 
are included in any major Crown Projects of the federal government. 

e Worked with federal partners, as well as offshore and larger Canadian private sectors, to increase 
awareness of the aerospace, space and defence capability in Atlantic Canada to increase the level and 
value of work in the Atlantic region. 

e Undertook advocacy to ensure Atlantic Canada receives a fair share of major government (mainly 
DND) procurement spending. For example, during 2004-2005, DND awarded the Maritime Helicopter 
Project (MHP) contract valued at $5 billion in acquisition and service costs. 

e ACOA’s Procurement Network worked to ensure that major prime contractors as well as government 
officials are aware of Atlantic Canadian capabilities to participate in these major procurement activities. 
It has kept local industry aware of arising opportunities in this area. As a result of these actions, some 
$1 billion in spending (or 20%) of the MHP contract has been identified for the Atlantic region. 

Newfoundland and Labrador 

e Provided analysis and information to other federal departments concerning the amendment to the | 
Atlantic Accord — advocating the best interests of the province and region. | 

e Analyzed the impact of federal government spending and employment changes on the province — 
provided analysis and information to other federal departments and Ministers. 

e Played an advocacy role regarding the ongoing viability of CFB 5 Wing Goose Bay and the Department 
of National Defence’s (DND) move to implement a new model for foreign military training at the base. 


4 Atlantic Canada Opportunities Agency 


Strategic Outcome — Policy, Advocacy and Co-ordination 


e Held consultations with key federal, provincial and community-based social economy stakeholders, 
and contributed to a study on the scope and needs of the social economy in Newfoundland and 
Labrador. . 

e Provided input to the Cities Secretariat at the Department of Infrastructure and Communities, and 
continued to partner and maintain a strong working relationship with the Newfoundland and Labrador 
Federation of Municipalities and its constituent members. 

Nova Scotia 

e Supported the efforts of Human Resources and Skills Development Canada related to skills 
development by providing: 

- leadership on regional input (i.e. local research and analysis) and advice, in the form of policy and 
program options, from Canada’s regional development agencies (Western Economic Diversification, 
FedNor, and Canada Economic Development for Regions of Quebec) related to workplace skills and 
seasonal work; and 

- advice on national and regionally specific policy and program options. 

Prince Edward Island 

e Provided policy support and conducted development activities relating to issues in federal-provincial 
re-engagement, transportation, wind energy and primary resource sectors. 

e Worked with other offices in immigration, skills development and other aspects of The Rising Tide. 

New Brunswick 

e Worked with other federal departments and agencies on horizontal files including immigration, 
transportation, aquaculture, Aboriginal, volunteer sector, energy, oceans, environment, social economy, 
innovation, tourism, culture, forestry and homelessness. 


Program Activity: Co-ordination 


Engage economic partners in addressing the Atlantic region's strategic economic 
priorities. 


ACOA provides leadership on major economic issues affecting the Atlantic region and 
manages special projects and key initiatives in the region on behalf of the Government of 
Canada. To do this, the Agency engages numerous economic partners. As is the case for 
Policy Research and Advocacy, Co-ordination is a responsibility that is shared 
throughout the Agency. Each regional office plays an important role in advancing the 
Agency’s agenda. 
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Specific plans, targets and results are presented in the following table. 


Plan: ACOA will co-ordinate its internal policy, advocacy and co-ordination activities and will continue 
working with federal, provincial and municipal government departments on a variety of files that include 
tourism, trade, community economic development and innovation. Developing the linkage between 
economic development and immigration will require new relationships and partnerships. ACOA will 
continue to co-ordinate specific initiatives such as the Voisey’s Bay development. 


Targets: Results: 
e Identify areas of joint strategic interest. Ongoing. See examples below. 
e Develop common and/or compatible and/or 

complementary positions on defined issues. 
e Develop strategic initiatives that reflect commonly held 

positions on defined issues. 
e Maximize benefits of major projects in Atlantic Canada. 


Some examples of results: 

Atlantic-wide 

e Increased value of Industrial Regional Benefits for the Atlantic region. 

Increased level of aerospace activity and successful partnership with academic and private institutions. 

e Led foreign prime contractor industry visits to Atlantic Canada. 

e Increased exports of aerospace and defence sector in the region: $600 million in 2004 export revenues. 

Developed new partnerships and alliances between Atlantic aerospace companies and larger Canadian 

and offshore aerospace and defence companies and associations. 

e Continued support for Atlantic aerospace industry missions to major air show events. 

e Continued exposure of Atlantic aerospace and defence industry to major prime contractors. 

Newfoundland and Labrador 

e Funded and provided expertise for a study of the tourism dynamics surrounding Gros Morne National 
Park. The park is a provincial anchor attraction and the study will allow better co-ordination of 
tourism investments in the area by ACOA and other partners. 

e Identified immigration as a joint policy issue with the provincial government and other federal 
departments and worked with them to develop mutually compatible immigration strategies. 

e Worked in partnership with the Newfoundland and Labrador Federal Council to increase co-ordination 
of federal support for Aboriginal development through information-sharing sessions. 

e Organized an information session for local federal and provincial government departments on federal 
climate change programs and opportunities. 

e Actively participated in the development of Phase I of Canada’s Ocean Action Plan (OAP), thereby 
building stronger working relationships with other federal departments involved in oceans 
management. These efforts contributed to the inclusion of the Placentia Bay Technology 
Demonstration Project in the Ocean Action Plan. 

e Led efforts to enhance working relations with other federal regional development agencies, Industry 
Canada and the National Research Council (NRC) in pursuit of ocean technology development. 

e Encouraged a more focussed approach to invigorating the Newfoundland and Labrador ocean 
technology cluster by working with key partners including Oceans Advance, an oceans technology 
cluster organization in Newfoundland and Labrador. 

e Worked with the Government of Newfoundland and Labrador and other stakeholders in support of the 
Voisey’s Bay project. This included investments in R&D, Aboriginal economic development and the 
identification of business opportunities. Priority areas included: completion of a Mine/Mill Operations 
Business Opportunities Study, a Hydromet Demonstration Plant Business Opportunities Study and 
support for Opportunity Argentia business initiatives. 

e In support of the Atlantic Energy Roundtable, worked with federal and provincial partners to develop a 
strategic approach to increase offshore oil and gas exploration in Atlantic Canada and identify further 
areas of opportunity for local participation in the service and supply sector. 
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e The Agency continues to work with federal and provincial partners in providing advice to the 
Canada-Newfoundland and Labrador Offshore Petroleum Board to increase local participation in all 
offshore activities. 

Nova Scotia 

e ACOA was instrumental in engaging the Province of Nova Scotia in bilateral discussions on the New 
Deal for Cities and Communities, including the use of Gas Tax funds. 

e Through its leadership role, ACOA established the basis for a tripartite agreement between the - 
Province, the Halifax Regional Municipality and the Government of Canada. 

Prince Edward Island 

e Continued work with the provincial government, National Research Council, Agriculture and 
Agri-Food Canada, and the University of Prince Edward Island for bio-science cluster development. 
BioPEI has been formed, which is a cluster development organization for the bio-science sector. 

e Established a Centre for Labour Force Innovation at Holland College. 

e Conducted a long-term negotiation with the provincial government that ultimately led to the Umbrella 
Governance Framework (UGF) for infrastructure development in May 2005. 

New Brunswick 

e In 2004-2005, as a member of the New Brunswick Federal Regional Council Policy Committee, 
ACOA has facilitated the development of a Federal Regional Council discussion paper on the current 
economic and human resource environment in New Brunswick. This document was presented to all 
New Brunswick Federal Regional Council members and will be used to facilitate discussions on 
regional federal influence on national policy direction. 
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Organizational Information 


Organizational Structure 


Minister 


Atlantic Canada 
Opportunities | 
Board 


Vice-President 
Enterprise Cape Breton Corporation | 
Vice-President 
Policy and Programs | 


Vice-President 
Finance and 


Regional Vice-Presidents: 
Nova Scotia 
New Brunswick 
Newfoundland and Labrador 
Prince Edward Island & Tourism 


Corporate Services 


Special Advisor to the 
President, Energy 


ACOA 


found at: http://www.acoa-apeca.gc.ca/e/about/people.shtml. 


Accountability 


Minister. The Honourable Joseph McGuire is responsible for ACOA. 

President. Ms. Monique Collette is responsible for the Program Activities of the Agency 
and reports to the Minister of ACOA. The President of ACOA is also, ex-officio, the 
President of Enterprise Cape Breton Corporation (ECBC) as well as its Chair of the 
Board and Chief Executive Officer. 


Atlantic Canada Opportunities Board 
Atlantic Canada Opportunities Board members continue to provide direction and support 


through expert advice to the President and Minister of ACOA on a broad spectrum of 
Agency strategy and policy matters. This Board includes the ACOA President, as Chair, 
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and seven other members who are successful entrepreneurs, business professionals and 
community leaders from each of the four Atlantic provinces. Board members are 
appointed by the Governor in Council on the recommendation of the Minister of ACOA. 


Agency Organization 


ACOA’s mandate and organizational structure were determined following consultations 
with Atlantic Canadians across the region. When the Agency was launched in 1987, it 
marked the first time a federal organization charged with regional economic development 
was headquartered in the region. 


ACOA’s Head Office is located in Moncton, New Brunswick. Head Office components 
are the President’s Office, Policy and Programs, Finance and Corporate Services, Legal 
Services, and Human Resources. 


Regional Vice-Presidents are responsible for the delivery of ACOA programs. The 
Agency has 32 regional and field offices in cities and towns across the four Atlantic 
provinces. Consequently, ACOA’s funding and policy decisions are made by and for 
Atlantic Canadians. In Ottawa, an ACOA office advocates the interests of Atlantic 
Canadians in the development of national policies and programs, including the interests 
of the region’s entrepreneurs related to federal procurement. The Vice-President Policy 
and Programs has corporate responsibility for program areas and policies as well as the 
delivery of pan-Atlantic projects and initiatives. 


The ACOA portfolio includes the Enterprise Cape Breton Corporation (ECBC), based in 
Sydney, Nova Scotia. ECBC delivers ACOA programs throughout Cape Breton Island 
and the Mulgrave area of mainland Nova Scotia. New projects in that region may be 
funded by ECBC or ACOA, depending on which funding mechanism is more 
appropriate. 


Program Composition 


ACOA programming is divided into three Strategic Outcomes as outlined in the Program 
Activity Architecture: Enterprise Development; Community Development; and Policy, 
Advocacy and Co-ordination. The objectives of these outcomes are to support and 
promote economic development in Atlantic Canada, with particular emphasis on small 
and medium-sized enterprises, and to advocate the interests of Atlantic Canada in 
national economic policy, program and project development. 


Corporate Services 


The function of Corporate Services is to provide sound management in the delivery of the 
Strategic Outcomes. For more information on Corporate Services, see Section IV. 
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Tables and Templates 


Financial Overview 


The Agency's total authorities, consisting of Main Estimates and Supplementary 
Estimates voted by Parliament, stood at $476.3 million. Actual expenditures of 
$450.3 million resulted in a lapse of $26.0 million. 

The actual lapse was nil, after considering: 

e $9.0 million set aside for the Budget 2003 Expenditure Reduction; 

e $13.3 million reprofiled ($38.0 million reprofiled for Saint John Shipyard and 
Infrastructure Canada, reduced by $24.7 million in new money received for the 
Strategic Community Investment Fund); and 

e $3.7 million in operating, including frozen and carryforward amounts. 


The financial tables show the following figures: 

- Main Estimates: only those authorities in Estimates Part II 2004-2005, which are 
consistent with those as Main Estimates in the Public Accounts for 2004-2005. 

- Planned Spending: consistent with the Planned Spending column in the 2004-2005 
Report on Plans and Priorities. 

- Total Authorities: refers to the full spending authorities received during the fiscal year 
through Main Estimates, Supplementary Estimates and other Treasury Board 
approvals, and consistent with those in the Public Accounts for 2004-2005. 

- Actual Spending: consistent with figures in the Public Accounts for 2004-2005. 


Table 4 


Table 10 | Response to Parliamentary Committees, Audits and Evaluations 


Table 12 


Table 13 | Horizontal Initiatives 
Table 14 | Travel Policies 


Comparison of Planned to Actual Spending (including FTEs) 


Use of Resources by Program Activity 


Voted and Statutory Items 


Net Cost of Agency 


Contingent Liabilities 


Sources of Non-respendable Revenue 


Resource Requirements by Branch 


User Fees 


Details on Transfer Payments Programs 


Sustainable Development Initiative 


Service Improvement Initiative 
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Table 1: Comparison of Planned to Actual Spending (including FTEs) 


An historical perspective on the way resources were used is shown, along with a graph 
illustrating the trend for actual results. 


2002-2003 2003-2004 2004-2005 
($ millions) ($ millions) ($ millions) 


Main Planned Total 


eae oo Actual Actual Estimates Spending Authorities Actual 


1 i ' 

H i H i i 
i 

i 


Foster SME Development and | 
Growth (Access to Capital) 233.0 | 259M | 274.8 274.8 


te Se ee Fe EAR, LOU. er ee eee —~ oa 5 PS ete ah ea 


Access to Information 27%) 2.8 | 2.8 | 2.8. 


sonnasnsunnnaevarscececeegarenseannannnaniueyentiatengacrargassanaaunasnesesessaseceestonsinnunsastuttitatearanesasaannavassassesterectanvansarasvaatannntentnrhnratnvremenreeennennnsnnnnennumennageatertertannannusnssaenannannatanteesaniarsatantatrassae arene oro - 


84.9 122.4 | 


Special Response Measures 14.3 20.8 | 47.5 47.5 Sa 18H 


soversennenseneneensnecensssesnecersnretausntsaneeennseeavescanssessnsecumeseeneusesnestenvaneetveresinssnaniuennenseaneeeuavesessctevaseanstestoa disnincitnnnnnessnanusmnnaseensnnnnnnninnnarennedarassetsusnananceranrscsusctnsnssnnsessuecsuns senses senedbusinininttinnstinsnniennnnstnsiniitfaateatmnsettttttenttttisinnstnhasttthnnitntttntnstnnentnnenntnnteenfsensernenseniesseanertesssenessssety 


Infrastructure Programming 40.6 40.8 48.9 48.9 | Soho! : Soo 


Policy Research | 5.1 | 45 12.1 | 12.1 anya 4.1 


Co-ordination | 1.9 | 27 | 1.8 1.8 | 17 | 17 


Total 360.2. 4376 4766 514.1. 476.3 450.3 


| (64.6) | (71.7) | (59.0) | (59.0) | (59.0) (61.5) 
Plus: | 


Cost of services received without | 6.7 | 7.5 6.7 | 6.7 | 6.7 Ral 
charge | 


Less: Non-Respendable revenue 


Net cost of Agency 302.3 373.4 424.3 461.8 424.0 395.9 


Actual Spending 
($ millions) 


‘af [are] (40.3) The increase in spending over the last three years 
primarily reflects increases under the Atlantic 
Innovation Fund and the Strategic Community 
Investment Fund, offset by declining requirements 
for the Community Futures Program, the 
Infrastructure Canada Program and sunsetting 
programs. 


2000-2001 2001-2002 = 2002-2003 += 2003-2004 ~=—-2004-2005 
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Table 2: Use of Resources by Program Activity 


The information below illustrates how the Agency used its available resources for fiscal 
year 2004-2005. 


2004-2005 ($ millions) 


Budgetary 


Total: 
: _. Grants and Net Budgetary 
Strategic Outcomes | Program Activities Operating Contributions Expenditures 


Enterprise Development 


Foster SME Development and Growth (Access to Capital) 


Main Estimates 


Total Authorities 


Actual Spending 


Jnssenernarsnonsvancowsenssssvasmipasaacns nasesnonatestsirssrcowicenekevarihresaastarenvnaveerssrarvurvsmventensearsansansavestammarisveswsvatuarusrsnveratarmanansanadcnstnecnsuswastazwarmaeyavasvaswasnaeyarnceratntourennanseareursaeasnannscnaseavasdhwanaavasaevén 


Special Response Measures 


Main Estimates 


Planned Spending 


Total Authorities 


Actual Spending ; 7 


Infrastructure Programming 


Main Estimates F vlvcoensitiiew Manil |. <4a0°| ho @ aan 


saree aia - - t 
Planned Spending | 0.6 | 


Total Authorities is 31.8 33.3 33.3 


Actual Spending 33.3 33.3 
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(Table 2 — continued) 


Policy, Advocacy and Co-ordination 


Main Estimates 


Planned Spend 


Advocacy 


Main Estimates 


nsenctnaaonnsy tva'san Pacey evbarwas eo todas ned fe a =o¥ Ara on¥ Een eat ace 0 Sn ee SO ECC PE en rca ere EaR enn cscs ease ae 


Planned Spending 
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Co-ordination 


Main Estimates 
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Total Authorities 


a a a ce 


Actual Spending 


Totals 


Main Estimates 


Planned Spending 
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Total Authorities 


Actual Spending | 869 | 3634 | 4503 | 4503 


Total Authorities includes Main and Supplementary Estimates and other authorities. 
Bolded numbers denote actual expenditures/revenues in 2004-2005. 
Due to rounding, columns may not add up to totals shown. 
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Table 3: Voted and Statutory Items 


This table displays the way Parliament approved resources and shows the changes in 
resources derived from supplementary estimates and other authorities, as well as how 
funds were spent. 


2004-2005 ($ millions) 
Vote or Truncated Vote 7 
Statutory or Statutory Wording _ Main ‘Planned __sTotal Actual 
Item Estimates Spending Authorities 


| Grants and Contributions 


| Minister of ACOA - 
_ Salary and motor car 
_ allowance 


| Contributions to 


_ credited to revenues in 
_ previous years 


Total Authorities of $476.3 million varies from Planned Spending of $514.1 million by 
$37.8 million, and is mostly due to provisions in Budget 2004 for Community Economic 
Development. 

The reprofiling of funds (net of additional funds sought by the Agency for Community 

Development, and other changes to authorities) resulted in reduced resources from the 

Main Estimates. | 

Unused spending authority of $26.0 million includes: 

e $9.0 million for the Budget 2003 reduction; 

e $13.3 million deferred to future years (comprising $38.0 million in reprofiling for the 
Saint John Shipyard Initiative and Infrastructure Canada Programming, reduced by 
$24.7 million in new money received for the Strategic Community Investment Fund); 
and 

e $3.7 million in operating, including frozen and carryforward amounts. 

The end result is that the overall effective lapse of the Agency is nil. 
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Table 4: Net Cost of Agency 
The information below shows the net cost of the Agency by displaying actual 
expenditures and revenues, together with costs of services provided by other federal 


government departments. 


2004-2005 


($ millions) 


Total Actual Spending 450.3 


Plus: Services Received without Charge | 


Canada 
Contributions covering employers’ share of employees’ insurance premiums 

and expenditures paid by Treasury Board of Canada’s Secretariat 3.5 
(excluding revolving funds) 


pen Beant tN lk I Ee ee eee ee : ieee nom eo ren 
Salary and associated expenditures of legal services provided by Justice | 03 
Canada | 
Less: Non-Respendable Revenue / | (61.5) 


Net cost of Agency | 395.9 | 
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Table 5: Contingent Liabilities 


Contingent liabilities are future costs that may have to be disbursed by the Agency should 
events or decisions occur beyond its control. The table below shows the amount of 
contingent liabilities that could arise from Loan Guarantees, and Claims, Pending and 
Threatened Litigations. 


e Loan Guarantees 
The amount for loan guarantees represents loans by financial institutions that have 
been guaranteed by the Agency. Where financial institutions claim amounts against 
the guarantee, the Agency has authority to charge these payments against a statutory 
authority. 


e Claims, Pending and Threatened Litigations 


Amounts captured as Litigation are claims against the Agency for damages incurred 
from losses suffered by outside parties. 


: 2 G millions) 


Contingent Liabilities == March 31,2004 + ~—- March 31, 2005 


Guarantees 


Loan Guarantees 


Claims, Pending and 
Threatened Litigation 


Litigations 


Non-litigations 
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Table 6: Sources of Non-Respendable Revenue 


2004-2005 


_ Program Activity Actual — Actual Main Planned Total Actual 


($ millions) oO 2002-03 come ae Estimates Revenue authorities 


- Repayable Contributions | 95.3 | ONS TT 0c 92.0 | 52.0 _ 54.9 
ones 93 | 15.3 7 Olas dental 7.0 6.6 
Total Non-Respendable 64.6 71.7 59.0 59.0 59.0 61.5 
Revenue 


* All Other revenue includes refunds of prior years’ expenditures, adjustments to prior 
years’ accruals, return on investment from direct loans, service fees, proceeds from 
the disposal of Crown Assets, interest revenues, and other miscellaneous revenues. 


Shree The decrease in revenue from $71.7 million in 
ba, = 2003-2004 to $61.5 million in 2004-2005 is 
an “a . due primarily to a change in the accounting 
wi A | &§ for service fee revenue from loans 
<3 | administered under the Smal/ Business Loans 
ae Act and the Canada Small Business Financing 
Pe Act. Commencing with 2004-2005, such 


revenue is recorded by Industry Canada. 


2002-2003 35-2004 2004-2005 
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Table 9: Details on Transfer Payments Programs 


1) Transfer Payment Program: 


Business Development Program (BDP) 
2) Start Date: 3) End Date: 4) Total Funding: 
July 25, 1995 March 31, 2005 $1,121.2 million 


5) Description of Transfer Payment Program: 


To increase the number of successful business start-ups and the successful expansion and modernization of SMEs. 


More information on the BDP can be found at: http://www.acoa-apeca.gc.ca/e/financial/business.shtml. 


6) Objective(s), expected result(s) and outcomes: 


Increased survival rates of assisted start-ups, increased sales, increased productivity and increased number of jobs. 
7) Achieved results or progress made: 


Results achieved from BDP expenditures have been outlined in the BDP Evaluation published in 2003. Given that 
current BDP expenditures are much in line with planned spending, it is fair to say that the BDP continues to have a 
significant positive impact on the Atlantic economy in terms of increased survival rates of assisted start-ups, 

increased sales, increased productivity and increased number of jobs. 


8) 9) 10) A) 12) 13) 
Actual Actual Planned Total Actual 
Spending | Spending | Spending | Authorities | Spending | Variance 
Program Activity 2002-03 2003-04 2004-05 2004-05 2004-05 (10-12) 
14) Foster SME Development and Growth (Access to Capital) 
- Total Grants 1.8 0.8 v0 0.3 0.3 0.7 
- Total Contributions 113.6 132.6 114.0 126.5 128.4 (14.4) 
- Total Other Transfer Payments - - - - - - 
15) Total for Program Activity 114 133.4 TSO 126.8 128.7 (13.7) 
14) Community Economic Development 
- Total Grants 0.1 0.3 iE) 0.3 0.3 0.7 
- Total Contributions 15.4 20.5 lie 28.3 29,9 (8.7) 
- Total Other Transfer Payments - - - - - - 
15) Total for Program Activity 1555 20.8 18.2 28.6 20.2 (8.0) 
14) Policy Research 
- Total Grants 0.1 0.2 - - : 
- Total Contributions - 0.2 4.0 1.0 0.2 3.8 
- Total Other Transfer Payments - 2 
15) Total for Program Activity 0.1 0.4 4.0 10 2 3.8 
16) Total Transfer Payment Program (80 154.6 pep ers 156.4 hoot (17.9) 
Total Grants 2.0 gh 2.0 0.6 0.6 1.4 
Total Contributions 129.0 13.3 le ban 155.8 154.5 (19.3) 
Total Other Transfer Payments : . ; % : a 
Total Transfer Payment Program 731.0 154.6 137.2 156.4 Lbs io Be (17.9) 
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47) Comments on Variances: 


A small number of large strategic projects in fiscal 2004-2005, together with a continued strong demand for BDP 
dollars, resulted in a 13% variance (over) in actual expenditures versus planned expenditures. This situation is 
currently being addressed by senior management by reducing the number of business support approved projects 
and reducing the level of assistance in the 2005-2006 fiscal year. 


18) Significant Evaluation Findings and URL: 


Conducted in 2002-2003, the overall conclusions of the BDP evaluation report confirmed that the BDP is producing 

positive results for the Atlantic economy. The report found that the resulting benefit-cost ratio was 2.1:1, meaning 

that for every dollar invested the net return to the taxpayer is more than two dollars, even if the total ACOA 

assistance is not repaid. As the loan is repaid, the benefit-cost ratio to the taxpayer increases (chapter 2, page 15). 

Additionally, the evaluation makes the case that the BDP continues to fill important gaps in the availability of 

conventional financing for young businesses and start-ups, rural businesses, soft costs and high-risk sectors such 

as tourism and aquaculture. Other positive findings in the report include: 

e The BDP's $814-million investment, almost three-fourths of which has been as repayable contributions to 
SMEs, has had a major impact on SME performance and the Atlantic economy overall. 

e Firms assisted through the BDP have experienced growth in employment four times that of unassisted firms. 

e The benefit-cost ratios for GDP and returns to the taxpayer indicated that the pay-off for BDP investment 
overall is positive. 

e The BDP continues to be relevant in terms of its ability to address gaps in the availability of conventional 
financing. 

An Executive Summary of the evaluation is available at: http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 


The next evaluation is planned for fiscal year 2008-2009. 


ees app a ee 
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1) Transfer Payment Program: 


Cooperation Program 

Canada / Newfoundland Comprehensive Economic Development Agreement (CEDA) 

Canada / Nova Scotia COOPERATION Agreement on Economic Diversification (EDA) 

Canada / New Brunswick Regional Economic Development Agreement (REDA) 

Canada / Atlantic Provinces COOPERATION Agreement on International Business Development (IBDA) 


2) Start Date: 3) End Date: 4) Total Funding: 


April 1, 1997 March 31, 2003 65.3 million 
March 30, 1994 March 31, 2002 181.4 million 
July 31, 1996 March 31, 2003 198.6 million 
April 1, 2000 March 31, 2004 4.7 million 
$450.0 million 


5) Description of Transfer Payment Program: 


CEDA: Development of strategic sectors, markets and trade, entrepreneurship and innovation, and community 
economic development. 

EDA: To create quality, sustainable jobs and profitable, world-class companies that are export-oriented. To build 
on the potential of strategic sectors and enhance the sustainability of communities. 

REDA: To contribute to the expansion of the economic base of New Brunswick. 

IBDA: To undertake specific measures to optimize regional co-ordination in international business development on 
a pan-Atlantic scale and combine limited resources to co-ordinate trade-related activities. More information on 
IBDA can be found at: http://www.acoa-apeca.gc.ca/e/ibda/index.shtml. 


6) Objective(s), expected result(s) and outcomes: 


CEDA: Further development of strategic sectors, development of new products and strengthened SME technical 
capabilities, and implementation of strategic economic plans by the 20 economic zone boards. 

EDA: An increase in the number of sustainable jobs, improved competitiveness of firms as measured by increased 
exports, increased skills of individuals, development of new businesses and sustainability of communities. 

REDA: Increased opportunities for private sector investment and entrepreneurship, expanded competitive ability of 
the province through investment in key sectors, as well as sustainable job growth. 

IBDA: Objectives sought will be attained through the delivery of four programs: Export Training and Export 
Awareness; Market Information and Intelligence; Planning and Research; and International Business Development 
Activities. 


7) Achieved results or progress made: 


CEDA: CEDA provided support to the following strategic sectors: aquaculture, manufacturing, ocean industries, 

technology development and tourism. Funding was made available to approximately 37 enabling organizations, 

including industry associations, to provide key resource and development support. 

CEDA supported the early development of 30 products and processes. At least one-half of these products and 

services have now moved to the pre-commercial development and production phase. In addition, the program 

supported the collaborative development of solutions for a series of technical problems in environmental industries, 

aquaculture, and value-added wood products. 

Thirty-three firms received support to hire recent graduates of technical programs, and a number of projects were 

supported that focussed on increasing the capacity of businesses to incorporate specialized skill sets into their 

operations. Firm-specific initiatives were funded in technology areas such as petroleum engineering, robotics, and 

industrial technology for food processing. In addition, training programs were initiated in the areas of airborne 

surveillance and automatic advanced electronics. 

CEDA supported all 20 economic zone boards in the development and implementation of their strategic economic 

plans, providing both operational and project-specific support. The boards have now moved to the second phase of 

planning and continue to pursue priorities set out during the CEDA funded planning process. 

EDA: The sample survey conducted for the EDA follow-on evaluation provided the following main results: 

e The agreement remains highly successful in terms of the project longevity — approximately 80% of the projects 
funded are still operational. 

e The EDA has created 6,626 full-time equivalents in sustainable employment, defined as the current 
employment directly attributable to the EDA projects. In prorating EDA projects by the incrementality proportion 
(78.6%), the EDA created an estimated 6,090 person-years of incremental direct employment, plus another 
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4,112 person-years of incremental spin-off employment. 

e _EDA-funded incremental projects contributed an estimated $390.1 million to provincial gross domestic product 
over the agreement time frame (1994-2003). 

e Many EDA-funded projects will continue to pay dividends for years to come. Projects such as the Technology 
Infrastructure projects have laid the foundations by which ongoing research and development will continue to 
produce leading-edge scientific and technological advancements. 

The survey analysis was supplemented by case studies, which reveal the rich diversity of EDA-funded projects. 

The case study review provides a more complete assessment of the nature and qualifications of incrementality, as 

well as some lessons learned. Case studies were conducted on the following projects or groups of projects: 

Aquaculture Association of Nova Scotia (10 projects) 

Nova Scotia Agritech Park 

Nova Scotia Golf Courses 

Global Information Networking Institute (GINI) 

Aquatic Resources Education Marketing Centre 

Exporting Nova Scotia Fishing Vessel Technology 

e Pier 21 (Centre) Society 

In conclusion, the EDA represents, for the most part, a successful agreement in that it provided incremental 

projects, the majority of which remain in operation in their originally proposed form. The size of the agreement 

represented a major economic event for the provincial economy. 

REDA: Although the final evaluation to measure progress made and results has not yet been completed, in the 

draft evaluation of the REDA, the evaluators draw conclusion that REDA achieved positive results. 

IBDA: Although the final survey results were not available at the time of print, preliminary evaluations draw 

conclusions that the IBDA achieved extremely positive results during 2004-2005. 


8) 9) 10) 11) 12) 13) 

Actual Actual Planned Total Actual 

Spending | Spending | Spending | Authorities | Spending | Variance 
Program Activity 2002-03 2003-04 2004-05 2004-05 2004-05 (10-12) 


14) Foster SME Development and Growth (Access to Capital) 
- Total Grants - - - - 
- Total Contributions ate 15.6 11.0 12.2 9.6 1.4 


- Total Other Transfer Payments - - - . 3 
15) Total for Program Activity aa WO 15:0 11.0 T22 9.6 1.4 


14) Community Economic Development 
- Total Grants 5 2 : . E . 


- Total Contributions 6.4 (Df 1.9 1.0 0.8 al 
- Total Other Transfer Payments - = - - 
15) Total for Program Activity 6.4 Posfe “leas) RO 0.8 Vl 


14) Policy Research 
- Total Grants : : s : 


- Total Contributions 0.1 - 0.8 0.5 0.1 0.7 
- Total Other Transfer Payments - - 7 z " 3 
15) Total for Program Activity 0.1 - 0.8 0.5 0.1 0.7 
16) Total Transfer Payment Program ZIS 17.8 VST (se JE Ore SEZ 


17) Comments on Variances: 


CEDA: Planned federal spending for CEDA for 2004-2005 (the final payout year) was $5,200,000. As a result of a 
review of projects at the beginning of 2004-2005, the planned spending reported in the 2004-2005 Report on Plans 
and Priorities was revised to $3,100,000, the amount required to meet outstanding project commitments. Actual 
expenditure for the year was $3,334,249. The variance is due to project expenditures coming in higher than 
budgeted amounts and, since available funds existed under the terms of the agreement, the extra $234,249 was 
spent. 

EDA: Planned federal spending for EDA for 2004-2005 was $1,100,000, while actual expenditures for the year 
were $620,779. The variance of $479,221 is being cash managed by moving the funds forward to 2006-2007. 
REDA: Planned federal spending for REDA for 2004-2005 (the final year of operation) was $6,500,000 and a total 
| of $5,508,976 (or 84.8%) was spent. The variance of $991,024 is attributed to project expenditures coming in at 


74 Atlantic Canada Opportunities Agency 


less than budgeted amounts. 
IBDA: Planned federal spending for the IBDA for 2004-2005 was $900,000, while the actual expenditures for the 
year were $1,033,170. The variance is due to project expenditures coming in higher than budgeted amounts. 


18) Significant Evaluation Findings and URL: 


CEDA: A final evaluation of CEDA is ongoing and will be complete in 2005-2006. 

EDA: A follow-up evaluation was carried out by the consulting firm Canmac Economics in June 2004. An executive 

summary of the evaluation can be found at: http://www.acoa-apeca.gc.ca/e/library/audit/nseda.shtml. Key findings 

include: 

e 89% of proponents stated that, in light of their experiences with the actual outcomes of their projects, they 
would still recommend the projects be funded. 

e 78.6% of respondents stated their projects had a high probability of not proceeding without government 
funding. 

e EDA-funded incremental projects created an estimated $304.5 million in direct and spin-off household income 
for Nova Scotians. 

REDA: The evaluation is in its draft stage and will be competed for Fall 2005, at which time it will be available on 

ACOA's Web site at: http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 

IBDA: The Canada / Atlantic Provinces COOPERATION Agreement on International Business Development, now 

underway for a decade, has been a novel approach in regional co-operation, co-ordination and consensus building. 

The first extension was in March 1997 for a further three years and $3 million; the second was in March 2000 for a 

further four years and $8 million. The fact that the partners sought a further four-year $10 million extension attests 

to its continued relevance and considerable success. 

A summative evaluation will be published late Fall 2005, at which time it will be available on ACOA's Web site at: 


http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 
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1) Transfer Payment Program: 


Community Futures Program 


2) Start Date: 3) End Date: 4) Total Funding: 


May 18, 2000 March 31, 2005 $133.1 million 


To provide financial and technical assistance to SMEs in rural areas. More information on the Community Futures 
Program can be found at: http://www.acoa-apeca.gc.ca/e/library/audit/cbdc/appendix.shtml. 


6) Objective(s), expected result(s) and outcomes: 


5) Description of Transfer Payment Program: 


New and expanded SMEs and additional jobs. 
7) Achieved results or progress made: 


In 2004-2005, the 41 Community Business Development Corporations (CBDCs) assisted 1,172 new and existing 
businesses. This resulted in the creation of 1,214 jobs and maintenance of 2,225 jobs. 


8) 9) 10) 11) 12) 13) 

Actual Actual Planned Total Actual 

Spending | Spending | Spending | Authorities | Spending | Variance 
Program Activity 2002-03 2003-04 2004-05 2004-05 2004-05 (10-12) 


14) Community Economic Development 
- Total Grants - - R ss Ki z 


- Total Contributions 1.8 22.6 10.8 10.8 9.4 1.4 
- Total Other Transfer Payments - - - - - - 
15) Total for Program Activity 7.8 22.6 10.8 10.8 9.4 1.4 
16) Total Transfer Payment Program 7.8 aA 70.8 10.8 9.4 7.4 


17) Comments on Variances: 


The variance is due to funds being returned for use in BDP programming. 


18) Significant Evaluation Findings and URL: 


In 2003-2004, an evaluation of the Community Futures Program, as delivered through the Community Business 

Development Corporations (CBDCs) in Atlantic Canada, was released. This evaluation concluded that: 

e CBDCs fill a gap in many rural communities by providing a source of capital for small businesses. 

e One business out of five would have shut down if it had not obtained a loan, while 15% would have ceased some 
operations. 

e Among those who started businesses, 57% of survey respondents agreed that they would not have done so 
without the Community Futures loan. 

e 34% of survey respondents noted that their Community Futures loans enabled them to sell products or services 
in another province or country. A strong majority of respondents (74%) indicated that their loans allowed them to 
expand their markets, while more than 70% were able to develop new products or services. 

e Community Futures loans have a strong impact in terms of creating and maintaining jobs. The average loan 
created 1.9 jobs (FTEs) and maintained 3.3 jobs. The average loan size was $38,000. 

e Client satisfaction with CBDCs is very high. Overall, 94% of survey respondents who received loans were 
Satisfied with the CBDCs' client services. 

e The presence of CBDCs helps keep people in rural communities. They also contributed to the municipal tax 
base through job and business creation. 

The Community Futures Program evaluation can be found at: http://www.acoa- 

apeca.gc.ca/e/library/audit/cbdc/index.shtml. 
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1) Transfer Payment Program: 


Atlantic Investment Partnership (AIP) Initiative 

Atlantic Innovation Fund (AIF) 

Strategic Community Investment Fund (SCIF) 

Atlantic Trade and Investment Partnership (ATIP) 

Atlantic Canada Tourism Partnership (ACTP) 
Entrepreneurship and Business Skills Development (EBSD) 


2) Start Date: 3) End Date: 4) Total Funding: 


May 10, 2001 AIF March 31, 2006 $115.5 million 
SCIF March 31, 2006 150.0 million 
ATIP March 31, 2006 13.3 million 
Tourism March 31, 2006 6.4 million 
EBSD March 31, 2006 26.7 million 
ore $311.9 million 


5) Description of Transfer Payment Program: 


To stimulate stronger economic growth in Atlantic Canada by making strategic investments in five areas: Innovation; 
Community Economic Development; Trade and Investment; Tourism; and Entrepreneurship and Business Skills 
Development. More information on the AIP Initiative can be found at the following Web sites: 
http://www.acoa-apeca.gc.ca/e/financial/aif/index.shtm! 

http://www.acoa-apeca.gc.ca/e/financial/scif.shtml 

http://www.acoa-apeca.gc.ca/e/business/trade/index.shtml 
http://www.acoa-apeca.gc.ca/e/business/entrepreneurship. shtml 


6) Objective(s), expected result(s) and outcomes: 


The AIF focusses on assisting projects in the area of the natural, applied and social sciences, as well as in the 
humanities, where these are linked explicitly to the development of technology-based products, processes or 
services and their commercialization, thereby strengthening the region's system of innovation. 

SCIF focusses on enhancing economic development opportunities in Atlantic Canada by supporting strategic 
initiatives, mainly in rural communities, in order to: adopt new technologies; enhance the competitiveness of the 
industrial base; and develop economic infrastructure. 

ATIP and the ACTP initiatives seek to expand sales to international markets and attract foreign direct investment 
and strengthen trade education and skills development. 

The EBSD is intended to increase the number of Atlantic Canadians who choose to start their own businesses, 
improve the ability of existing businesses to compete and grow successfully, and improve the innovation and 
technical competencies of Atlantic Canada’s SMEs. 


7) Achieved results or progress made: . 


AIF: Under the first two rounds of the AIF, 102 projects were selected representing an ACOA investment of 

$294 million toward the development of technology-based products, processes or services and their 
commercialization. These will support the advancement of natural, applied and social sciences, and the humanities, 
as well as strengthen the region's system of innovation. 


SCIF: In 2004-2005, ACOA approved 202 SCIF projects for total assistance valued at approximately $66 million. 
This, in turn, leveraged an additional $59.6 million in financing. This support will help communities throughout 
Atlantic Canada to: create opportunities for economic development in order to stimulate investment and job 
creation; strengthen and develop community economic development infrastructures of Atlantic rural communities to 
improve their economic development capacity; and support socio-economic initiatives that enhance communities’ 
Capacity to overcome the economic development challenges they face, thereby helping them take advantage of the 
opportunities presented. A formative evaluation of SCIF, conducted in 2004-2005, indicated that SCIF is allowing 
for investments to be made in communities in support of creating opportunities for economic development. 
Between the period 2001-2002 and 2004-2005, SCIF invested approximately $179.9 million in 486 projects, which 
leveraged an additional $205 million. 


ATIP: Through ATIP, ACOA continued its work in partnership with the private sector, academia, provincial 
governments and other federal departments to develop initiatives aimed at building an export economy in Atlantic 
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Canada. ACOA assisted over 1,500 Atlantic SMEs to increase their export skills and readiness. Furthermore, 
almost 80 SMEs became first-time exporters during the fiscal year through the assistance of ATIP programming. 
The Agency also assisted with the development and implementation of 22 sector export strategies, both on a 
pan-Atlantic and on a regional level in such sectors as Information Technology, Boatbuilding, Environment and 
Agriculture/Agri-food. Initiatives for investment attraction under ATIP included a lead development database, 
promotional awareness campaigns targeted at key markets, and missions supporting the growth and development 
of emerging growth sectors in the region. All targets were exceeded for ATIP programming during the year. 


ACTP: The Atlantic Canada Tourism Partnership performed well in 2004, a year that saw global tourism slowly 
recover from depressed market conditions that resulted from SARS, the war in Iraq, a soft U.S. economy, a strong 
Canadian dollar, and continued concerns over the safety of travel. The Return on Investment (ROI) target for the 
U.S. Program is 10:1; the ROI target for the Overseas Program is 5:1. As outlined below, the ROI targets for both 
programs were exceeded. 


U.S. Program: attained an overall ROI of $19.23:$1:00 in 2004. 

U.S. Consumer Advertising Program: successful in attracting 59,000 party visits with total revenues of 

$66.9 million in the Atlantic provinces. 

U.S. Trade Program: generated $1.1 million in measurable sales directly attributable to ACTP activities. 
Media Relations: media coverage worth $8.6 million was achieved for the 2004 campaign. 

Overseas Program: exceeded the ROI target; however, the Canadian Tourism Commission, which provides 
calculations for the Europe consumer advertising campaign, made changes to its methodology that may give 
results that are not directly comparable to results from previous years. Using this new methodology, the 2004 
ROI is estimated at $8.76:$1.00, well above the $5.00:$1.00 target. Performance was led by consumer 
advertising campaigns in the United Kingdom and Germany, and results from other overseas programs in 
Europe and Japan also followed this upward trend. 


EBSD: Formative evaluations of the AIP Entrepreneurship and Business Skills Development components — Young 
Entrepreneur Development Initiative (YEDI) for young entrepreneurs, Women in Business Initiative (WBI) for women 
in business, and ISDI for innovative SMEs — showed positive results all around. For example: 


From inception in October 2002 to March 2005, 6,000 young Atlantic Canadians benefited from YEDI through 
126 projects worth $19 million ($8.5 million from ACOA). Surveys of aspiring young entrepreneurs indicate 
that, as a result of a YEDI project, 88% have a positive view of owning a business and 72% indicate they will 
likely start businesses. Surveys of ex/sting young entrepreneurs indicate that, as a result of a YEDI project, 
84% are now better able to grow their businesses. 

Under the WBI, for the same period, there were 241 projects worth $13.7 million ($11.5 million from ACOA). 
Through the WBI, about 2,000 women business owners (double the target) accessed services including 
counselling, information sessions, management training, and loans, which all contributed to their 
competitiveness. Among its findings, the WBI evaluation showed that a larger proportion of the women 
entrepreneurs who now apply for financing are, in fact, getting loans. Before the program, 67% of women 
applying for loans were approved; now close to 85% are approved, representing an increase of close to 18%. 
This means that almost one out of every five women who would have been turned down for a loan before the 
WBI is now able to get a loan, thus allowing them to compete and grow successfully. 

From October 2002 to March 2005, the Innovation Skills Development Initiative (ISDI) facilitated 480 projects 
worth $43 million ($28 million from ACOA). These projects helped SMEs undertake training or hire the skilled 
workers they need to flourish in the knowledge-based economy. The ISDI evaluation showed that 84% of 
respondents consider that ISDI is addressing their most critical skills gaps, and 90.5% of firms are seeing early 
indications of additional innovative activity as a result of their ISDI projects. 
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8) 9) 10) 11) 12) 13) 
Actual Actual Planned Total Actual 


Spending | Spending | Spending | Authorities | Spending | Variance 
Area and Program Activity 2002-03 2003-04 2004-05 2004-05 2004-05 (1 0-1 2) 


AIF 

14) Foster SME Development and Growth (Access to Capital) 

- Total Grants - - . - - - 
- Total Contributions 24.9 34.5 70.0 58.0 56.0 14.0 


- Total Other Transfer Payments - - . : : i 
15) Total for Program Activity 24.9 34.5 70.0 58.0 56.0 14.0 
SCIF 


14) Community Economic Development 
- Total Grants - - : 
- Total Contributions Wied 41.0 3225 65.5 60.7 11.8 


- Total Other Transfer Payments - - . : : : 
15) Total for Program Activity ies 41.0 1a 65.5 60.7 14158 


14) Special Response Measures 
- Total Grants : ¥ ¢ , 7 


- Total Contributions - 14.6 16.0 16.0 16.0 - 
- Total Other Transfer Payments - - - - - 
15) Total for Program Activity - 14.6 16.0 16.0 16.0 

ATIP 


14) Foster SME Development and Growth (Access to Capital) 
- Total Grants - - - - . - 
- Total Contributions Ze 4.7 6.2 6.5 6.5 (0.3) 


- Total Other Transfer Payments - - - é : a 
15) Total for Program Activity 22 4.7 6.2 65 6.5 (0.3) 
ACTP 


14) Foster SME Development and Growth (Access to Capital) 
- Total Grants - - - - : . 


- Total Contributions - S33 oo) o2 oat 0.4 
- Total Other Transfer Payments - - : - - - 
15) Total for Program Activity - | aS TA 3.2 331 0.4 
EBSD 

14) Foster SME Development and Growth (Access to Capital) 

- Total Grants - 0.2 - 0.2 0.2 (0.2) 
- Total Contributions 3.4 9.9 14.4 14.5 13.0 1.4 
- Total Other Transfer Payments - - - ; : - 
15) Total for Program Activity 3.4 10.1 14.4 14.7 TZ yb 
16) Total Transfer Payment Program 47.6 108.2 182.6 163.9 195.0 Pe em | 
Total Grants - 0.2 - 0.2 0.2 oi 
Total Contributions 47.6 108.0 182.6 1Oscr 155.3 26.8 
Total Other Transfer Payments - : > ; : : 
16) Total Transfer Payment Program 47.6 108.2 182.6 163.9 155.9 27.1 
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17) Comments on Variances: 


AIF: Delays in contracting and implementing a number of the very complex AIF projects resulted in the variance 
between planned and actual spending. 

SCIF: The variance is due to funds being deferred to 2005-2006. 

ATIP: Spending variances for 2004-2005 can be attributed to increased costs incurred under the implementation of 
the Sector Export Strategies element of ATIP. The variances are a reflection of the increased work that was 
required to assist industry in developing and implementing these sector export strategies aimed at increasing the 
export capacity of firms within targeted sectors. 

ACTP: During 2004 in Nova Scotia, one of the nine partners in the ACTP deferred a few tourism marketing 
initiatives into the next fiscal year, which resulted in the variance in planned spending versus the actual spending. 
EBSD: Delivery of the Entrepreneurship and Business Skills Development component of the AIP involves working 
with commercial clients (for ISDI) and non-commercial business support organizations (for YEDI and the WBI). The 
slippage occurred mainly on the non-commercial side where development of project activity often entails co-funding 
by not-for-profit groups that are asked to contribute up to 25% of eligible costs. The variance is simply a reflection 
of the fact that the Agency was not able to engage a sufficient number of such organizations with adequate 
resources available to provide the required co-funding. Efforts are being made to identify more participating 
partners with the needed resources, and the Agency is also examining other funding ratio options to facilitate 
participation by such partners. 


18) Significant Evaluation Findings and URL: 


AIF: The formative evaluation (published March 2004) concluded that the program does address actual need. This 
conclusion is based on the clear indication that, due to the Request for Project Proposals process, along with an 
independent Advisory Board to review and recommend proposals, the AIF is selecting the projects most deserving 
and likely to succeed. This program has high incrementality (i.e. the majority of proponents would have been 
affected in their project scope and timing, or in obtaining other sources of funding if AIF assistance had not been 
available). While it is early in the life of the AIF, the program is making early inroads toward meeting its objectives, 
and this is being done in a cost-effective manner. For example, the program is leveraging an additional $1.14 for 
every dollar it has invested in projects. It is also increasing R&D capacity and activity, as well as demonstrating a 
contribution to the development and commercialization of new products, services and processes. The evaluation 
has provided some recommendations for the continued improvement of the implementation of the AIF, such as 
assessing ways in which it can reduce the time needed to review and approve proposals, while still ensuring due 
diligence. The AIF evaluation can be found at: . 
http://www.acoa-apeca.gc.ca/e/library/audit/marchevaluation2004.shtml. 

ATIP: Results of the draft formative (interim) evaluation concluded that the program does address actual need and 
has achieved all program goals to date. This conclusion is based on the clear indication of achieved results; for 
example, the number of SMEs assisted and have increased their export capacity, and the various industry 
stakeholders that have subscribed to the ATIP program elements. The evaluation has also shown that all partners 
strongly support the success of projects to date. The evaluation will be available on ACOA’s Web site in late 

Fall 2005 at: http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 

SCIF: The formative evaluation, conducted in 2004-2005, showed that SCIF is a good model and is funding 
projects that are consistent with the design of the program. Notwithstanding the fact that the SCIF was designed for 
positive long-term impacts, preliminary information suggests indications of success that include job creation, 
opportunities to build capacity for developing and carrying out community economic development projects, the and 
creation of positive impacts on communities in economic and social aspects. The evaluation also recommends how 
the delivery aspect of the program could be improved. 

The SCIF evaluation can be found at: http://www.acoa-apeca.gc.ca/e/library/audit/ex_scif.shtml. 

ACTP: The ACTP is pan-Atlantic in scope, involving ACOA, the four Atlantic Provinces and the tourism industry 
associations as partners. With a budget of $20 million over a three-year period, about 80% is devoted to the U.S. 
market (predominantly New England), while the remainder is directed at the overseas markets of Europe and 
Japan. An evaluation was recently carried out on Year 2 of the current ACTP agreement and will be available on 


partnership continues to successfully meet its objectives. The Atlantic Canada Tourism Partnership is well 
positioned to more effectively market Atlantic Canada internationally. Both the U.S. and Overseas programs 
exceeded their overall ROI targets, and marketing performance was solid on many fronts. 

» 2004 U.S. ROI — $19.23:$1.00 

«= 2004 Overseas ROI - $8.76:$1.00 

EBSD: Formative evaluations related to the Young Entrepreneur Development Initiative (YEDI), the Women In 
Business Initiative (WBI) and the Innovative Skills Development Initiative (ISDI) were conducted. 

= For YEDI, the formative evaluation states that it fills gaps and is helping the region to move from a workforce 
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culture to an entrepreneurial culture. Survey results indicate that many youths start businesses after 

participating in a YEDI activity, and many intend to use what they have learned. In fact, 21% of participants 

started a business subsequent to participating in a YEDI activity, and 83% agreed that the YEDI activity will 
help them grow their businesses. 

» As for the WBI evaluation, it determined that the services from the various WBI components are needed by 
women entrepreneurs and that the business management skills needs of women entrepreneurs in Atlantic 
Canada are being met by the WBI. One of its strengths is that it has a cost-effective design achieved by 
maximizing on the success of other ACOA programs, building on existing delivery networks, and integrating 
results of extensive consultations with stakeholders. 

* The ISDI evaluation showed that this program is well-received by SMEs as a means of boosting their 

innovation management and technical skills levels. A majority of firms (53.1%) have already made additional 

investments in skills development as a result of their ISDI projects. 


The YEDI evaluation can be found at: http://www.acoa-apeca.gc.ca/e/library/audit/ex_yedi.shtml. 
The WBI evaluation will be found at: http:/Awww.acoa-apeca.gc.ca/e/library/audit.shtml in Fall 2005. 


The ISDI evaluation can be found at: http://www.acoa-apeca.gc.ca/e/library/audit/ex_isdi.shtml. 
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1) Transfer Payment Program: 


Infrastructure Canada Programs 

Canada / Newfoundland and Labrador Agreement 
Canada / Prince Edward Island Agreement 
Canada / Nova Scotia Agreement 

Canada / New Brunswick Agreement 


2) Start Date: 3) End Date: 4) Total Funding: 


December 12, 2000 March 31, 2006 Newfoundland and Labrador Agreement $ 27.1 million 
Prince Edward Island Agreement 10.8 million 


Nova Scotia Agreement 41.3 million 
New Brunswick Agreement 46.3 million 
$125.5 million 


5) Description of Transfer Payment Program: 


Improve Canadians’ quality of life through investments that enhance the quality of the environment, support 
long-term economic growth, and improve community infrastructure. 
More information on the Infrastructure Canada Program (ICP) can be found at: 


http://www.acoa-apeca.gc.ca/e/financial/infrastructure.shtml and http://www. infrastructurecanada.gc.ca/. 


6) Objective(s), expected result(s) and outcomes: 


Improvements and additions to: green municipal infrastructure, local transportation infrastructure, infrastructure in 
support of tourism, and affordable housing. 


7) Achieved results or progress made: 


Since agreements were signed with the four Atlantic Provinces, from October 2000 to March 31, 2005, 
approximately $169 million of federal funds has been committed to over 630 approved projects under the ICP. The 
program's first priority is green municipal infrastructure (i.e. projects that improve the quality of the environment and 
contribute to Canada’s goal of clean air and clean water). ACOA is well ahead of target on green objectives, with 
85% of federal funds having been directed to projects in this category. 


8) 9) 10) 11) 12) 13) 

Actual Actual Planned Total Actual 

Spending | Spending | Spending | Authorities | Spending | Variance 
Program Activity 2002-03 2003-04 2004-05 2004-05 2004-05 (10-12) 


Canada / Newfoundland and Labrador Agreement 
14) Infrastructure Programming 
- Total Grants - - - : > 5 


- Total Contributions oh) If 13.0 5.0 5.0 8.0 
- Total Other Transfer Payments - - - - - - 
15) Total for Program Activity 9.6 oi 13.0 oe, ot 8.0 


Canada / Prince Edward Island Agreement 
14) Infrastructure Programming 
- Total Grants - - : 2 : ‘ 


- Total Contributions 3.0 a3 ape (aps 0.7 1.6 
- Total Other Transfer Payments - - : . - 
| 15) Total for Program Activity 30 3.0 203 2.0 0.7 1.6 
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8) 9) 10) 11) 12) 13) 
Actual Actual Planned Total Actual 


Spending | Spending | Spending | Authorities | Spending | Variance 
Program Activity 2002-03 2003-04 2004-05 2004-05 2004-05 (10-12) 
Canada / Nova Scotia Agreement 
14) Infrastructure Programming 
- Total Grants - - - . . 
- Total Contributions i Ray 13.6 18.0 14.0 10.0 8.0 


- Total Other Transfer Payments - - - : : : 
15) Total for Program Activity ize 13:6 18.0 14.0 10.0 8.0 


Canada / New Brunswick Agreement 
14) Infrastructure Programming 
- Total Grants - - - - - - 


- Total Contributions 14.6 12.9 aon) Vie) 16.1 (1.1) 
- Total Other Transfer Payments - - - - - - 
15) Total for Program Activity 14.6 12.9 ,0 17.0 16.1 (1.1) 
16) Total Transfer Payment Program 39.4 ry 48.3 38.3 31.8 16.5 


17) Comments on Variances: 


Adjusting to program requirements, the Agency obtained authority to reprofile $10.0 million from Planned Spending, 
and reports a variance of $6.5 million. In order to permit an orderly wind down of the program and ensure projects 
are provided ample time to reach successful conclusion, authority was sought by Industry Canada, and obtained 
from the Treasury Board Secretariat, to extend the Terms and Conditions to March 2009. Funding remains at 
$183.775 million for Atlantic Canada, being its share of the $2.05 billion provided in Budget 2000. 


18) Significant Evaluation Findings and URL: 


An evaluation of the Infrastructure Canada Programs will be published in Fall 2005 at which time it will be available 
on ACOA's Web site at: http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 
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Table 10: Response to Parliamentary Committees, Audits and 
Evaluations for FY2004-2005 


Response to Parliamentary Committees 


No Parliamentary Committee recommendations were received for 2004-2005. 


Response to the Auditor General 


ACOA's Audit Directorate provided oversight of the implementation (by Agency management) of 

recommendations from the Auditor General's Report of December 2001. The outstanding 

recommendations for 2004-2005 included: 

e improving the management of relationships with partners; 

e establishing clear, concrete expectations for non-commercial projects, agreements, and 
partnerships; and 

e developing and implementing alternative methods of measuring the impact of 
non-commercial projects. 

ACOA has made considerable progress in all of these recommendations and continues to liaise 

with the Office of the Auditor General, keeping it abreast of Agency efforts. For more 

information, please refer to ACOA's Web site: http://www.acoa-apeca.gc.ca/e/library/audit.shtml 

and the document ACOA Action Plan In Response to Auditor General's Report of 

December 2007, prepared by the ACOA Audit Directorate in November 2004, at: 

http://www.acoa-apeca.gc.ca/e/library/audit/actionplan2004/november/index.shtml. 


External Audits or Evi : 


There were no external audits or evaluations conducted during 2004-2005. 


Audit of Advances 
by ACOA Audit Directorate, April 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/audit_0405_ e03.shtml 


Audit of Infrastructure Canada Program — Program Management 
by ACOA Audit Directorate, May 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/audit_0405 e02.shtml 


Audit of the Post-Payment Audit Results (Fiscal Years 2001-2002 and 2002-2003) 
by ACOA Audit Directorate, July 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/audit_0405 e01.shtml 


Audit of the Post-Payment Audit Function (Fiscal Year 2003-2004) 
by ACOA Audit Directorate, January 2005 


Audit of International Business Development Agreement 
by ACOA Audit Directorate, February 2005 
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Canada / NS COOPERATION Agreement on Economic Diversification Follow-up Evaluation 
by Canmac Economics Ltd., June 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/nseda.shtml 


Formative Evaluation of the Young Entrepreneurship Development Initiative 
by Consortia Development Group, November 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/ex_yedi.shtml 


Formative Evaluation of the Innovation and Skills Development Initiative (ISDI) 
by Hickling Arthurs Low, November 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/ex_isdi.shtml 


Formative Evaluation of the Strategic Community Investment Fund 
by Consulting and Audit Canada, November 2004 


http://www.acoa-apeca.gc.ca/e/library/audit/ex_scif.shtml 


Formative Evaluation of the Women in Business Initiative (WBI) 
by Performance Management Network Inc., March 2005 
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Table 11: Sustainable Development Strategies 


ACOA’s Sustainable Development Strategy (SDS) III continues to focus on initiatives 
that contribute to sustainable businesses and communities in Atlantic Canada. 


Pointstoaddress —t™*” | Agency Input 
1. What are the key goals, | ACQOA’s goals are to: support Atlantic businesses and communities; 
objectives, and/or long- build awareness of Sustainable Development (SD) and 


term targets of the SDS? | promote/support eco-efficiency in Atlantic Canada; build capacity in 


environmental technologies; and set an example through its own 
operations. The long-term target is to develop more competitive, 
resource-efficient and sustainable businesses in Atlantic Canada, 
while protecting the environment and well-being of its citizens. 


2. How do your key goals, ACOA's SD goals are tied to its strategic priorities, which integrate 


objectives and/or the environmental and social aspects of SD with the Agency's 
long-term targets help economic focus. Promoting eco-efficiency, helping environmental 
achieve your agency's technologies, and improving infrastructure in communities all 
strategic outcomes? contribute to a thriving Atlantic Canadian economy and prosperous 
communities. 
3. What were your targets 4. What is your progress to date (this includes outcomes 
for the reporting period? achieved in relation to objectives, and progress on 
targets)? 
e Key Target: Progress: Ongoing 
Increase in number of e Through the Atlantic Innovation Fund, 16 projects in the 
initiatives and activities environment sector (or with an environmental element) were 
that support environmental approved, for a total of $21.7 million ($9.9 million of which is 
industries. repayable) toward total investment of $44.1 million ($14.6 million 
repayable). 

e The Business Development Program provided repayable 
contributions of $238,000 and non-repayable of $2.8 million to 
projects in the environment sector. 

e ACOA provided $1.6 million in funding to support environmental 


projects with community organizations. 

e ACOA provided $345,000 in non-repayable assistance for three 
projects at the Burnside Eco-Efficiency Centre in Nova Scotia; 
two projects with the environmental industries associations were 
supported for a total of $90,000. 

e Through the Community Business Development Corporation in 
western Prince Edward Island, ACOA funded two projects 
relating to the development of environmental industries within 
the province: a sector export strategy for the wind energy 
sector, and a conceptual plan and feasibility study for the 
establishment and operation of a facility to be known as the 
Canadian Wind Energy /nstitute. 

e ACOA is currently developing an export strategy and action plan 
for the top three sub-sectors of the Atlantic Canadian 
environment industry: water/wastewater, solid waste and 
remediation. 
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e Key Target: | Progress: Ongoing. 


Increase in number of 
sustainable tourism 
businesses. 


e §=©Key Target: 
Partnerships created 
within the public and 
private sectors to work 
on common initiatives. 


By 2 a2 ALD ta 


The Atlantic Canada Outdoor Adventure Partnership currently 
has eight industry partners. ACOA contributed $495,000 to 
this project. 

Through the Bouctouche Eco-tourism Project, ACOA 
contributed $312,000 to support seven communities to 
complete an eco-tourism workshop. Three communities 
received follow-up care. 

ACOA, with Hospitality Newfoundland and Labrador, the 
Canadian Tourism Commission and Parks Canada supported 
the efforts of a consortium of tourism industry players in 
establishing the Gros Morne Institute of Sustainable Tourism 
(GMIST) to advance the quality and success of Atlantic 
Canadian tourism operators through an array of training 
programs developed and offered at the Institute. ACOA 
contributed $490,000 to the project. 


Progress: Ongoing. 


ACOA met with other federal departments and regional 
Stakeholders to discuss possible initiatives to mitigate the 
impact of climate change. ACOA is working with the Nova 
Scotia Department of Environment and Labour; the Halifax 
Regional Municipality; Natural Resources Canada; and the 
Nova Scotia Environmental Industries Association (NSEIA) on 
a Climate Change Adaptation Initiative, to improve knowledge 
of climate change impacts and develop effective and 
appropriate ways of adapting. 

ACOA, in partnership with the Province of Nova Scotia, 
supported the establishment of the South West Shore Energy 
Office to help achieve maximum economic benefits from the oil 
and gas sector, as well as the alternative energy sector. 
ACOA's support is $145,000 on total project costs of $205,000. 
ACOA partnered with Environment Canada to provide 
workshops for the metal finishing sector, as well as a workshop 
to introduce national funding programs available (titled Show 
Me the Money). 

The Agency provided a contribution of $85,000 to support the 
international conference on Sustainable Development held in 
Antigonish, Nova Scotia, in June 2005. 

ACOA is following developments in oil and gas as well as 
alternative energy sources through an internal energy 
committee, which monitors national and international activities 
to determine the impact on the region and/or where the region 
can play a role. Activity and project information is shared 
across the Agency. 

ACOA and its federal partners (Environment Canada, Industry 
Canada, and the National Research Council) have formed the 
Atlantic Environment Technology Advancement Network 
(AETAN) Steering Committee. 


Aegis Management Consulting Group, under contract to 
ACOA, prepared a report on fostering environmental 

technology and innovation commercialization in Atlantic 
Canada SMEs. | 
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Key Target: 

Increase in number of 
communities with 
adequate infrastructure 
to improve the quality 
of life for citizens, 
reduce pollution and 
attract businesses. 


Key Target: 

Increase the number of 
Atlantic youth who will 
consider the 
environment in their 
business plans as well 
as opportunities in 
environmental 
industries sector. 


5. What adjustments 


have you made, if 
any? 


e The Agency partnered with Natural Resources Canada to 
establish a Canadian Industry Program for Energy 
Conservation (CIPEC) Atlantic Task Force. 

e ACOA partnered with Environment Canada, the provincial 
government, the Burnside Eco-efficiency Centre and Nova 
Scotia Power on two pilot projects to perform eco-efficiency 
audits with SMEs in Nova Scotia. 

e ACOA participated in a workshop to develop Environment 
Canada's strategy for dealing with SMEs. 


e ACOA is also a member of the following committees and 
groups: the Interdepartmental Network on Sustainable 
Development Strategies, the Pollution Prevention 
Coordinating Committee, and the Team Atlantic Environment 
(TAE) Committee. 


Progress: Ongoing. 

Through the Infrastructure Canada Program, $145 million (toward 
total project costs of $443 million) was provided or committed to 
582 projects in green infrastructure, including water and sewer 
improvements in rural communities. 


Progress: Ongoing. 

Three projects were completed. 

e A DVD was produced containing video profiles of young 
entrepreneurs for distribution at the February 2005 Junior 
Achievement Atlantic Conference. Up to 200 of these DVDs 
were distributed to young Atlantic Canadians. 

e ACOA supported the Université de Monctor’s television profile 
of a young entrepreneur who operates an ecologically friendly 
landscape development and maintenance business. This 
television vignette, which was also featured in newspapers 
and integrated into a high school resource for teachers, 
reached an estimated 34,856 young Francophone Atlantic 
Canadians. 

e ACOA produced a bilingual handbook titled, Protecting the 
Environment: Entrepreneurs Working Toward a Sustainable 
Future. Over 10,000 copies were distributed to a wide array 
of end-users such as high school students and teachers, 
colleges, and University Business Development Centres, etc. 
It was also placed on ACOA's Web site. 


The major adjustment from SDS II to SDS III has been the linking 
of SD initiatives to the Agency's Strategic Outcomes. This has 
enabled sustainable development outcomes to be clearly 
measured for reporting purposes, and demonstrates how the three 
pillars of SD naturally fit into ACOA’s mandate. 


For a detailed report on ACOA’s progress in its Sustainable Development Strategy, refer 


to the ACOA Web site at: 


http://www.acoa-apeca.gc.ca/e/library/reports/performance2005/sustainable.shtml 
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Table 12: Service Improvement Initiative 


The Service Improvement Initiative is a key component of the Government of Canada’s 
commitment to Citizen-Centred Service Delivery. The Agency has embraced the 
initiative and has been active in various aspects of client service. ACOA has undertaken 
two client surveys, one in 2001-2002 and one in 2003-2004, both resulting in very 
positive overall satisfaction rates just above 80%. (The second client survey is available 
on the ACOA Web site: http://www.acoa-apeca.gc.ca/e/about/service/index.shtml). 
Since the Agency's major focus is on program delivery through the use of transfer 
payments, the service improvement activities concentrates on that client base. 


There were significant improvements in clients’ ratings of specific factors from the first 
to the second surveys. Steps undertaken by the Agency during the intervening years, in 
terms of service improvements, were productive. Some of these improvement steps 
involved simple things such as voice mail availability and voice mail return standards, the 
hiring and training of additional staff, and delegation of authorities for smaller projects to 
account managers. The Service Improvement Plan (SIP) itself, while not yet formalized, 
has been embraced. For example, the Agency is making strides in the use of electronic 
tools to process applications, and clients recently gained access to a secure electronic 
claim process, the implications of which will be enumerated in the third client survey 
scheduled for late 2005. It is expected that the SIP will be formalized in the 2005-2006 
fiscal year, but, by its very nature, must continue its flexible and adjustable focus. 


In addition to the biannual client survey based on the Common Measurement Tool 
(CMT) process, several of ACOA’s regional offices undertake regular client surveys, 
using information gathered through these processes to refine activities. Also, while a 
formal complaint mechanism is not in place, current work practices support responding to 
client input. This function will be more regularized and results will be reviewed on an 
annual basis. Complaints will be responded to from the Vice-President of the ACOA 
region from which the complaint originated. 


Over the 2001 through 2005 time frame, multiple sets of corporate data, each covering 
approximately 15 months, were analyzed with the purpose of establishing service 
standards. These standards have not yet been formally set; however, since the first 
survey, the pre-eminent major client focus has been the turn-around time for project 
approvals. In comparison to 2001, the Agency improved its turnaround time in terms of 
project approvals by 28%. 
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Table 13: Horizontal Initiatives 


ACOA acts as the Lead Agency on: 
1. Atlantic Canada Tourism Partnership (ACTP) 


http://www.acoa.ca/e/media/press/press.shtml?2665 
2. Canada / Atlantic Provinces COOPERATION Agreement on International Business 
Development (IBDA) 
http://www.acoa-apeca.gc.ca/e/ibda/index.shtml 
3. Team Canada Atlantic (TCA) 
http://www.teamcanadaatlantic.ca/ 


Other Horizontal Initiatives: 


1. Rural Development / Canadian Rural Partnership —- Agriculture and Agri-Food 
Canada 


Partnership: http://www.rural.gc.ca/iwg_e.phtml 
Treasury Board: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 


2. Team Canada Inc. (TCI) - International Trade Canada 


TCI: http://www.pch.gc.ca/progs/ac-ca/progs/rc-tr/progs/canada-inc/index_e.cfm 
Treasury Board: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 


3. Infrastructure Canada Program (ICP) — Infrastructure Canada 

4. Canada Strategic Infrastructure Fund (CSIF) - Infrastructure Canada 

9. Municipal Rural Infrastructure Fund — Infrastructure Canada 
Infrastructure Canada: http://www.infrastructure.gc.ca/funding/index_e.shtml 
Treasury Board: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 


6. U.S. Enhanced Representation Initiative (ERI) —- Foreign Affairs Canada 
ERI: http://webapps.dfait-maeci.gc.ca/minpub/Publication.asp?publication_id=380348&Language=E 


Treasury Board: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 


7. Canada Business Service Centres (CBSCs) - Industry Canada 
CBSCs: http://www.cbsc.org/ 
Treasury Board: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 


8. Canadian Agriculture and Food International (CAFI) Program 
CAFI: http:/Avww.agr.gc.ca/int/cafi-picaa/index_e.php?page=intro 


9. Aboriginal Economic Development 


More information on Horizontal Initiatives can be found at 


ACOA: hitp://www.acoa-apeca.gc.ca/e/library/reports/performance2005/horizontal.shtml 
and at Treasury Board: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 
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Table 14: Travel Policies 


The Atlantic Canada Opportunities Agency follows the Treasury Board Secretariat’s 
Special Travel Authorities, as well as the Travel Directive, Rates and Allowances. 
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Section IV — Other Items of Interest 


Business Development Program 
Repayable Contributions Portfolio 


Under the Business Development Program (BDP), ACOA provides interest-free, 
unsecured loans to small and medium-sized enterprises to help them start up, expand, 
improve productivity, develop new markets or undertake other growth-oriented activities. 


Commercial assistance is repayable over 
an average repayment term of five to seven 
years. The chart at right gives a picture of 
the portfolio. From inception of the BDP 
in 1995 until March 2005, the Agency 
collected $264.1 million of repayable 
contributions. The cumulative rate of 
defaulted contracts and/or write-offs since 
1995 is 13.6% ($105.3 million of a total 
$774.4 million). 


On the overall repayable portfolio (BDP 
and inherited programs), annual collections 
have increased steadily and reached 

$54.9 million in fiscal 2004-2005, of 
which $50.9 million related to the BDP. 


Repayable Contributions Portfolio 
Business Development Program 
As of March 2005 ($ millions) 


FF 9 eee A Ne Det tik de 
600 
400 
(264.1 
200 ta fe 
[AG 5) 58.8) | 
Expenditures Collected Defaulted Written Off 
to date Amounts Contracts 


The Agency collected approximately 76% of annual forecasted repayments, about 19% of 
which was rescheduled to future years, and about 5% was defaulted. In 2005-2006, 
collection of the overall repayable contributions portfolio is expected to total at least 


$54 million. 


Risk Mix 

All commercial clients are risk-rated based 
on a five-tier gradation system. Accounts 
are reviewed regularly and the level and 
frequency of monitoring applied are 
adjusted in accordance with the risk rating. 
As of March 31, 2005, the risk mix of the 
BDP repayable portfolio (excluding 
conditionally repayable accounts where 
conditions were not yet met) was ranked as 
shown in the table to the right. 


Risk Rating 


Portion of 
Portfolio 


Principal 
Outstanding 
($ millions) 


1 Low 
2 Low -- Medium 


3 Medium 


More information on repayable contributions may be found on ACOA’s Web site at: 
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4 Medium -- High 21% 67.4 
5 High 7% 20.6 
Not yet rated 0% mi 0.2 

100% 315.6 
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Government Themes and Management Issues 


Government On-Line 


In the fall of 2004, ACOA and its Secure Channel partners at Public Works and 
Government Services Canada completed the final steps of an almost year-long agreement 
with Treasury Board that saw the Agency as one of the first department/agencies to be 
connected to the secure channel infrastructure through a generic process. This was a 
critical step that has allowed ACOA to meet its commitment to the Government On-Line 
(GOL) strategy to deliver information, programs and services over the Internet and 
achieve its target of March 31, 2005, ahead of schedule. Below are the two key services 
identified for the GOL. 


1. 
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Transfer Payments 

ACOA Direct, as it is aptly named, provides clients with the ability to review 
up-to-the-minute information about their projects with ACOA from anywhere in the 
world, at a time and place of their choosing and in the official language of their 
choice. Also built into the system is the capability for clients to send and receive 
secure messages and attachments. They can submit a claim for reimbursement, 
request an advance (if their contract permits), and manage the users of their system. 
Because the system was transformed from the inside out, as more services become 
available internally, more will be available for the client to access. In the spirit of 
true transformation, when claims are submitted on-line and internally approved, they 
are automatically moved to the payment generation phase, which can significantly 
reduce the waiting time for clients. At the appropriate time upon project completion, 
the electronic repayment phase of the loan to ACOA will commence. Of note is that 
during the year, ACOA also assisted Enterprise Cape Breton Corporation in installing 
the “generic” version of ACOA Direct to use as its GOL solution. 


Information Sharing and Exchange 

Although ACOA has consistently met and exceeded norms for the communication 
and sharing of its program information with clients and partners, the Agency 
continually strives for improvement. Basic information for all projects funded by 
ACOA since 1995 has been on its Internet site for several years now. All program 
information, application forms, trade missions, publications, speeches, audits, etc., are 
available and current and have been well received as evidenced by client surveys. To 
support proactive disclosure, the public can now access travel and hospitality 
expenses for the ACOA Minister, the Minister’s staff and ACOA senior executives. 
In addition, the public can view contracts issued and look at any employee positions 
that have been reclassified. 


Extranet 


ACOA continues to play a role in providing Extranet Hosting services to partners in 
Atlantic Canada. In 2003-2004, the Agency reported that the PEI Federal Council 
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and Team Canada Atlantic sites were up and running using Content Management 
Server (CMS) software. During 2004-2005, the Nova Scotia, Newfoundland and 
Labrador, and New Brunswick Federal Councils all started work on converting their 
sites to this new technology, which allows the users to easily add, edit and maintain 
the information on their sites. Springboard Atlantic Inc. is an association supported 
by ACOA, which not only focusses on the effective and efficient transfer of 
technology among universities in Atlantic Canada, but also aims to advance the. 
commercialization of research within both universities and the region's private sector. 
ACOA has worked throughout 2004-2005 to help Springboard deliver its message 
through its own CMS sites. 


Modern Comptrollership 


Even though the Government-wide Modern Comptrollership Initiative reached its sunset 
date in March 2004, ACOA has continued to implement principles of the initiative to 
ensure that they are embedded in the management practices of all managers and into 
broader management accountabilities. The Agency has also worked toward 
implementing the Management Accountability Framework (MAF), which builds upon the 
Modern Comptrollership Initiative. In order to tailor the management expectations 
described in the MAF to ACOA’s reality, the Agency has created the four Modern 
Business Management Focus Areas. More information of ACOA’s work in Modern 
Business Management can be found later in Section IV, under the title Corporate 
Services. 


Public Service Modernization Act 


Recent studies and reports have highlighted the challenges facing the federal public 
service in the areas of recruitment and staffing, managing human resources, and 
labour-management relations. In response to these challenges, the Public Service 
Modernization Act (PSMA) was introduced in the House of Commons in February 2003. 
Successful implementation of the PSMA is a priority at ACOA and will provide the 
Agency with more flexibility to hire the right people when and where they are needed. 


The PSMA created two new acts, the Public Service Employment Act (PSEA) and the 
Public Service Labour Relations Act (PSLRA); it also amended two existing acts, the 
Financial Administration Act (FAA) and the Canada Centre for Management 
Development Act (to establish the new Canada School of the Public Service). 


For PSMA in general, ACOA has established a Human Resources (HR) Advisory 
Committee to provide advice on human resources policy development and 
implementation, including all aspects of modernizing HR management. The HR 
Advisory Committee has representatives from each of ACOA'’s operating regions and 
from each branch at Head Office. A full-time co-ordinator was appointed to oversee the 
implementation of the PSMA. 
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Whereas the implementation date for the PSLRA and changes to the FAA was April 1, 
2005, ACOA was required to have an active Labour Management Consultation 
Committee (LMCC). The Agency already had an established LMCC with one of its large 
bargaining agents (PIPSC), but expanded the LMCC to include the other bargaining 
agents (PSAC, CAPE and APSFA); ACOA has also developed and implemented an 
informal conflict management system (ICMS) and identified ICMS co-ordinators and a 
senior officer at Head Office. The Agency has, therefore, met its obligations under the 
PSLRA. 


The implementation date for the PSEA is December 2005. ACOA has developed 
mandatory Agency policies on areas of selection, corrective action and revocation, and 
the use of non-advertised appointments. ACOA has also invited its four bargaining 
agents to participate on sub-committees, in order to encourage co-development and/or 
consultation. Draft policies have been sent to ACOA managers and bargaining agents for 
consultation, and it is expected that approval from ACOA Executive Committee will be 
received in Fall 2005. 


ACOA has established a training committee to review training needs with respect to the 
PSMA and to develop a training plan for the Executive Committee’s consideration. A 
consulting firm has been hired to develop the material and deliver training to managers 
who will be receiving staffing sub-delegation. A delegation plan outlining the activities 
and authorities to be delegated to managers for PSMA has been developed. 


ACOA has fully integrated HR Planning within its corporate planning process to ensure 
HR services are strategically aligned to help the Agency achieve its business priorities. 
ACOA is active in ensuring that its workforce is representative of the Canadian 
population as stated in the federal Embracing Change initiative. In partnership with other 
stakeholders and federal departments, ACOA will develop an Atlantic Population 
Strategy to address the challenges of immigration and the attraction and retention of 
skilled Atlantic Canadians. This will create opportunities for the Agency to attract and 
retain visible minorities within ACOA. 


Federal Regional Councils 


ACOA’s regional Vice-Presidents chair or play co-ordinating roles in Federal Regional 
Councils in each province. These councils bring together senior officials of federal 
departments and agencies. Councils play an important role as an executive forum to help 
improve service delivery, communication with provincial governments and other federal 
departments on regional perspectives and federal initiatives, as well as co-operation and 
co-ordination with other jurisdictions. 
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Some of the specific regional initiatives undertaken in 2004-2005 are listed below. 
Nova Scotia 


The Council addressed the federal Official Languages agenda at both its internal and 
external levels and in all of Nova Scotia. In addition, the Council was involved in the 
modernization of human resources management by supporting the strategy for the | 
modernization of the public service. The Council contributed to the implementation of a 
service delivery pilot to strengthen the Service Delivery community in Nova Scotia. 
Furthering the diversity agenda ensured that a more integrated approach to employee 
development is in effect. The Council also contributed to the implementation of a 
leadership development pilot project for the executive and executive feeder group levels. 
With regard to communities, the Council was involved in scoping a role for itself in the 
urban/rural agenda within the Nova Scotia context. The Council was also active in better 
aligning the Federal Council Security Committee to new national security initiatives. 


New Brunswick 


The Council addressed corporate and strategic issues in the areas of modernization of 
human resources management, official languages, Aboriginal dialogue, youth, 
homelessness, diversity, learning, the National Managers’ Community, National Public 
Service Week, the Government of Canada Charitable Campaign, and emergency 
protocols. The emergency protocols focus on internal and external communication 
during major emergencies. In the area of official languages, activities were undertaken to 
promote official languages and play a leadership role, given that New Brunswick is the 
only officially bilingual province in Canada. 


Diversity activities undertaken were aimed at increasing awareness of cultural diversities 
among public service managers and leaders, and providing them with the necessary tools 
to promote diversity. 


One of the projects undertaken by a consultant for the Council's consideration was a 
presentation on Aboriginal employment under the Joint Economic Development Initiative 
(JEDI), a tripartite partnership among the Aboriginal communities of New Brunswick, 
the Government of Canada and the Province of New Brunswick. 


Newfoundland and Labrador 


The Council was very active in advancing broad federal priorities in a number of areas. 
Through the Official Languages (OL) Regional Partnerships Fund, the OL Subcommittee 
of Council was successful in launching a number of internal and external French 
language programs. Of note is the program Parlons Nous, which promotes French 
language use in the workplace. This program was recognized as a best practice at the 
National Managers’ Conference in Regina, Saskatchewan. 
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The Council entered into a partnership with the Canada School of the Public Service to 
promote affordable and accessible learning for public servants in this region and, to date, 
it has been very successful. As well, the Human Resources Subcommittee has been 
working very closely with the Canada School of Public Service and the Public Service 
Human Resources Management Agency of Canada in rolling out information and training 
sessions on the new Public Service Modernization Act. In February 2005, through the 
support of the Council, the National Managers’ Community, the Future Leaders Network, 
and the Association of Professional Executives sponsored a very successful Leadership 
Forum. In June 2004, the Council was very active in sponsoring interdepartmental 
National Public Service Week activities. Approximately 3,500 employees attended a 
number of events at 17 locations across the province. As in past years, the Human 
Resources Subcommittee has been very active in supporting interdepartmental career 
development through a number of different programs. 


Other subcommittees have also been very active, particularly in the areas of policy, 
security, and Government On-Line. 


Prince Edward Island 


Through the Official Languages Committee of Council, strong relationships were forged 
with the Acadian and Francophone community in Prince Edward Island during the 
development of L ‘Acadie 400 activities. As well, a language maintenance forum was 
held in March 2004 and received positive feedback. The goal of the forum was to 
explore formal and informal French language maintenance vehicles in the province. 


On the human resources front, the Human Resources Subcommittee of Council, in 
partnership with the Public Service Human Resources Management Agency of Canada 
and the Association of Professional Executives (APEX), delivered a half-day information 
session on the Public Service Management Act (PSMA) outlining significant changes that 
will result from the PSMA. 


Also, in regard to the human resources priority, the Council entered into the PEI Learning 
Partnership Agreement with the Canada School of Public Service, the University of 
Prince Edward Island, Holland College, Veterans Affairs Canada, and the Province. The 
agreement, the first of its kind in Canada, will bring accessible, affordable and relevant 
learning to public servants in Prince Edward Island. As well, the Canada School of 
Public Service delivered three PSMA-related courses: P101 Accountabilities and 
Responsibilities; P102 Enabling Skills and; P103 Training for Trainers. These three 
courses benefited a total of 51 participants. 


As well, the Shared Learning Centre was established in 2004-2005. This includes the 
virtual learning component on the Council’s Web site. 


As a result of the recognition to increase policy capacity in the region, the Council 
established a policy network comprising policy experts from line departments. 
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Territorial Development Policy Committee - Organisation for 
Economic Co-operation and Development 


On April 1, 2004, ACOA ceased to be the official Canadian delegate to the Territorial 
Development Policy Committee (TDPC) and, therefore, will no longer report on this 
activity. ACOA was replaced by a delegate from Western Economic Diversification 
Canada, through an established practice that sees the Canadian delegate chosen on a 
rotating basis from either one of the Regional Development Agencies or Industry Canada. 


Official Languages Act 


ACOA continues its support of the French linguistic minority community both regionally 
and nationally. It continues to maintain its active participation on the National 
Committee of Co-ordinators Responsible for the Implementation of Section 41 of the 
Official Languages Act (sponsored by the Department of Canadian Heritage) and on the 
National Committee on Economic Development and Employability (sponsored by 
Human Resources and Skills Development Canada). 


The Atlantic Canada Cultural and Economic Partnership came to an end on 

March 31, 2005. A joint, equally financed $10-million initiative between the Agency and 
Canadian Heritage, the partnership focussed on stimulating the economic development of 
the cultural sector and on celebrating the history and cultural diversity of Atlantic Canada 
with emphasis on the 400" anniversary of L ‘Acadie in 2004. The partnership resulted in 
an investment of $10 million in the cultural sector, all the while stimulating economic 
development, notably in the area of cultural tourism. 


The unique culture, heritage and language flowing from Acadian tourism proved again 
this year to present an economic growth opportunity in Nova Scotia. In 2004-2005, the 
preparatory work conducted by ACOA with Acadian and Francophone communities to 
support initiatives arising from the L ‘Acadie 2004 commemorative events bore fruit and 
resulted in a successful year in terms of cultural tourism relating to the Acadian culture in 
particular. Many of the initiatives were funded through the Atlantic Canada Cultural and 
Economic Partnership. The Agency continued its support of Acadian entrepreneurship 
and skills development through collaborative work with the Centre Jodrey at the 
Université Sainte-Anne — College de L’Acadie. ACOA again facilitated economic 
development in the province's Acadian regions by providing core operating support to the 
Conseil de développement économique de la Nouvelle-Ecosse. 


In New Brunswick, ACOA continued to invest in various projects involving the French 
minority official language community. Universities, e-learning organizations, festivals, 
as well as other non-profit organizations and sector associations, community colleges, 
Community Economic Development Organizations, Community Business Development 
Corporations, Je Conseil économique du Nouveau-Brunswick, and municipalities all 
benefited once again from ACOA’s contributions. 
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In Prince Edward Island, ACOA continued to invest in French-language minority 
economic development. As was the case for all Agency offices, the Atlantic Canada 
Cultural and Economic Partnership served to complement the ACOA funding made to the 
community on Prince Edward Island. Support for Acadian and Francophone cultural 
activities continued in 2005 and those investments made in 2004 showed positive results. 
The presence of a dedicated Francophone Affairs Development Officer in Wellington has 
enhanced the provision of services to the community in that area. 


In Newfoundland and Labrador, ACOA continued to assist with economic diversification 
projects in Francophone communities. As well, thanks to additional investments ensured 
through the Atlantic Canada Cultural and Economic Partnership, intended for activities 
specific to the 400" anniversary of L ‘Acadie celebrations in that province, many new 
projects were entertained and funded. It is hoped that the activities undertaken will allow 
for extended benefits to the community in the years to come. 
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Corporate Services 


Efficiently and effectively managed resources and administrative systems and services 
to support management decision-making, accountability and operational control. 


Specific plans, targets and results are presented in the following table. 


Plan: Continuous improvement in the provision of timely and quality corporate administrative services 
and in the promotion of sound management practices, including modern comptrollership, transfer 
payments, contracting accountability and human resources planning. 


Target: Communication Result: 

Improved awareness and understanding of ACOA’s On track. Research shows that awareness of 
rationale, programs and services among both the general ACOA has increased among the general public. 
public and the Agency’s key stakeholders. 


Research conducted by Corporate Research Associates in 2004-2005 shows awareness of ACOA has 
increased among the general public; 18% identify ACOA, unaided, as being responsible for improving the 
regional economy (compared with 16% in 2002). Awareness and understanding of ACOA’s rationale has 
also increased among the Agency’s key stakeholders; 90% of stakeholders in 2004-2005 viewed ACOA as 
being successful in fulfilling its mandate, compared with 85% in 2002. A strong majority of Atlantic 
| Canadians (70%) continue to recognize the ACOA name. 


——| 


Target: Corporate Systems Result: 


Through the use of Web technology and service On track. 
transformation, continue to increase the availability of 

corporate information, integrate program management 

and finance reporting systems, and prepare key service 

systems for on-line delivery 


During the 2003-2004 fiscal year, a new internal Web-based Automated Procurement System was 
introduced offering the capability to work with standing offers. In 2004-2005, the system was refined and 
enhanced to provide procurement instruments for Local Purchase Orders, Goods and Contracts. 


Availability and Integration of Corporate Information and Reporting 

Development was completed of a Web-based interface using “multi-tabs” to deliver more intuitive 
information and reporting. Refinements and enhancements to the original design were made, which now 
provide the ability for a supervisor to re-assign client portfolios to others, if necessary, to ensure that work 
on client files continues in the case of an unanticipated absence of an account manager, for example. 


Modernization of Technology Platform 

Delivering state-of-the-art Web management tools requires an appropriate platform. A major part of this 
year’s effort went into upgrading the Agency’s servers and workstations to the MS Server 2003, Microsoft 
XP Professional operating system and MS Office Suite. The integration of these systems will allow ACOA 
to further exploit the technologies of Windows SharePoint Services (WSS), a Web-based software that will 
allow the Agency to provide solutions for a multitude of requirements such as Shared Directories, Project 
Document Repositories, Electronic Document Management, and Forms Management. 


ss 


Section IV — Other Items of Interest 101 


Intranet 

Although the Agency has had an intranet site for many years, it has functioned merely as a menu to 
information and sub-sites. Using a new Content Management Server software designed specifically for 
allowing content creators and editors to manage large and quickly changing Web sites, the Agency's 
Communications Branch (with support from Corporate Systems) created a dynamic ever-changing site that 
draws the attention of all ACOA employees through interesting newsletter-type material, while at the same 
time maintaining its role as the gatekeeper to all ACOA information and sub-sites. This innovative site has 
assumed the name of the quarterly newsletter it now replaces, Rendezvous. 


ECBC Technical Support 

ACOA has signed a Memorandum of Understanding to provide technical support for Enterprise Cape 
Breton Corporation. This provides the opportunity of sharing the Agency’s best practices with that 
corporation. 


Target: Human Resources Result: 


Play a leadership role in the Agency’s continuing efforts  /arget met. 
to attract, retain and develop the best possible workforce 

for ACOA, fully representative of the population served 

by the Agency. 


Recognizing that the most precious resource of an organization is its people, the Agency has conducted 
numerous activities in recent years aimed at creating a workplace that values differences and maximizes the 
potential of all employees. 


The Agency’s commitment to hiring employees representing the population it serves continues to show 
positive results. In 2004-2005, ACOA’s representation of members of visible minorities, persons with 
disabilities and Aboriginals exceeded the Atlantic workforce availability. 


ACOA strives to be a leader in creating an environment that is conducive to continuous learning. In fact, 
its commitment to learning and development resulted in a 9% increase in expenditures for learning 
activities compared with fiscal year 2003-2004. The Agency experienced an increase in language training 
activities related to career development; 86% of individuals who attended part-time and full-time language 
training in 2004-2005 did so for career aspiration purposes. 


In addition to the above, an in-house review showed that 60% of ACOA’s employment equity group 
members who were surveyed believed that the Agency is a leader in employment equity, and 67% felt that 
ACOA provides and promotes an environment conducive to continuous learning. 


The Agency has developed an Active Classification Monitoring Program as part of the Government of 
Canada’s plan to strengthen public sector accountability and management. 


The Agency is continuing to improve access to HR information for employees and managers by leveraging 
technology systems and software (e.g. on-line organization charts). 


The Agency reviewed the Policy structure of ACOA in 2004-2005 and made some necessary adjustments 
in this regard. 
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Target: Audit and Evaluation Result: 


Provide information as an aid to decision-making and Target met. 
strategic management and, ultimately, program 

improvement and organizational learning through fair, 

reliable, valid and understandable internal audits and 

evaluations. Information on ACOA’s reviews and 

audits may be found on the Agency's Web site at: 
http://www.acoa-apeca.gc.ca/e/library/audit.shtml. 


Over the 2004-2005 fiscal year, audits and evaluations were completed on various programs and 
operations, giving the Agency the assurance needed to continue and improve services. ACOA's Audit 
Directorate completed audits and reviews, providing managers the assurance that their services were 
administered in compliance with established regulations and reports indicating weaknesses and 
recommendations to improve. 


Target: Finance and Administration Result: 


Manage resources in a manner that balances program Target met. 
needs and government priorities. 


Ensure the Estimates reflect Treasury Board allocation 
decisions and government priorities and are tabled in 
Parliament in a timely manner. 


The Report on Plans and Priorities, Main Estimates and Supplementary Estimates for 2004-2005 were 
tabled as scheduled. 


Reporting to Parliamentarians, Ministers and Treasury Board is the key to accountability and transparency. 
The Agency remains focussed in aligning itself to government priorities and Budget 2004 by reforming its 
expenditure management and reporting systems. The adoption of the new Program Activity Architecture, 
the implementation of the Expenditure Management Information System, and establishment of the 
Management Resource and Result Structure provided the basis for tabling the Agency’s 2004-2005 
Departmental Performance Report. 


In the 2002 Speech from the Throne and in Budget 2003 and Budget 2004, the Government of Canada 
announced that it would renew its efforts to reallocate resources to the highest priorities and transform old 
spending to new purposes. Expenditure management, resource allocation and accountability include a 
more strategic and risk-based approach to decision-making. Interdepartmental initiatives, government 
themes and management issues are addressed, and results ranked in consultation with key stakeholders. 
Horizontal and vertical initiatives mean reallocating existing resources from lower to higher priorities. 
Expenditure management continues to provide ways to move effectively from low-value transactions to a 
higher-value strategic roles and values held by Atlantic Canadians. For example, additional funds toward 
Community Development addressed regional issues, and reprofiling resources to future years ensured its 
commitment to funding current projects having long term economic implications. 
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| target: Modern Business Management Result: 
Continue to implement the Modern Business Management = Most of the action plans for the Modern 
(MBM) initiative action plan and a follow-up assessment Business Management Priority Area have been 
to identify areas requiring further attention. More completed in response to the original 2002 
information may be found on ACOA’s Web site at: Capacity Assessment findings. A Capacity 


http://www.acoa-apeca.gc.ca/e/library/reports/mbm.shtml. Review completed in 2004 identified areas 
requiring further improvements. 


For the past year, ACOA has been actively engaged in completing its action plans for the MBM Priority Area 

and ensuring the implementation of the Management Accountability Framework: 

e A Corporate Planning and Performance Management Division was created in 2004-2005 to implement a 
corporate planning process and to work on better integrating the planning and reporting functions and 
ensuring the participation of Policy and Programs, Human Resources, Communications and Finance 
areas. ACOA’s Program Activity Architecture (PAA) is key to realizing the Agency’s goal of linking 
together all of the components and activities. This structure will improve the transparency between 
planned spending, actual spending and results data, thereby proving a useful tool in the budget 
decision-making process. The Agency’s Report on Plans and Priorities and Departmental Performance 
Report are complementary documents that show links between the Agency’s performance plans and 
achievements, and demonstrate ACOA’s commitment to results-based management. ACOA’s three 
strategic outcomes are supported by program activities and sub-activities, along with total planned 
spending on strategic outcomes and reallocation of resources to the program activities. 

e ACOA is in the early stages of Integrated Risk Management (IRM) implementation at the corporate level. 
An IRM framework has been develop and is being integrated into the Agency’s corporate planning 
process. The framework identifies appropriate mitigation measures for the three highest priority risks 
identified in the Agency’s Corporate Risk Profile, which are Socio-Political, Communications, and 
Stakeholder Relations. All commercial clients are ‘risk-rated’ on a five-tier gradation system. Accounts 
are reviewed regularly and the level and frequency of monitoring applied is adjusted in accordance to the 
risk taking. At the program level, the Agency continues to do a risk and mitigation analysis for each new 
program proposal. Policies and procedures are then developed accordingly. 

e The Agency completed a second client satisfaction survey in 2003-2004 to gauge client satisfaction for its 
core programs. The response rate for this paper-based survey was 43.1%. Overall, 81.8% of the clients 
surveyed indicated they were satisfied or very satisfied with the service they received from ACOA. The 
second survey also identified a number of key client priorities for service improvement, with the most 
important being turnaround time for project approvals. Several issues reported in the first survey saw 
significant improvements in ratings, reflecting various changes in processes as service improvement steps 
were being implemented. Such service improvement steps are being incorporated in a formal Service 
Improvement Plan (SIP) that will continue as a living entity, and serve as a means to continue 
improvement of client service. A process mapping initiative was completed for the commercial 
component of the Agency’s Business Development Program and for the Strategic Community Investment 
Fund to provide a visual and detailed record of the overall delivery process. 

e ACOA was again selected by Medicorp Inc. as one of the top 200 employers in the nation in 2004. In the 
fall of 2003, a follow-up survey to the Public Service-wide Employee Survey was conducted internally by 
Consulting and Audit Canada. Ninety percent of ACOA respondents stated that, in their view, ACOA 
was an employer of choice. In addition, a Human Resource Advisory Committee was formed to provide 
input and advice on all human resource issues and activities. 

During Spring 2004, the Agency undertook a capacity review as a follow-up to the 2002 capacity assessment. 

ACOA wanted to confirm progress of the state of management practices in the context of the original modern 

comptrollership elements. Also, the original capacity check tool was enhanced to allow for a baseline reading 

of the additional Management Accountability Framework elements. The overall 2004 capacity review ranking 
was a 3.4 out of a possible 5.0. This is an improvement from a ranking of 3.0 in 2002. There has been 

ES in all elements originally measured through the 2002 capacity assessment. To address areas of 
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improvement, the Agency is currently developing an action plan focussing on the areas of planning, human 
resources, outreach, and corporate management. The focus area action plans will be designed to continue to 
address the sub-elements that are below 3.0. Detailed information on the Agency’s capacity review can be found 
at: http://www.acoa-apeca.gc.ca/e/library/reports/mbm/CapacityReview2004. pdf. 


ACOA's Review Services Division and Performance Measurement 


In order to better align the need for improved reporting, accountability and transparency, 
the Agency reorganized its Review Services division. In March 2005, Evaluation and 
Performance Measurement were brought under the Corporate Planning and Performance 
Management division. This will help to strengthen the link between program planning, 
monitoring and evaluation. Internal Audit is now a separate function, reporting to the 
Vice-President of Finance and Corporate Services. 


The Policy on Internal Audit and Evaluation (Review Policy), which was updated during 
2004-2005, continues to provide guidance on reporting, accountability, transparency and 
protecting the public interest with regard to the Agency’s programs. The policy 
recognizes the value of the role of the Agency’s evaluation and internal audit services in 
providing independent, objective and evidence-based information on the results of 
ACOA’s activities. The policy also recognizes that a quality review function requires the 
effort of Agency managers who have responsibility for demonstrating performance and 
acting on performance information. ACOA’s Review Policy serves as a framework for 
conducting audits and evaluations and protecting the public interest by focussing on 
process (e.g. how audits and evaluations are conducted) and reporting on results achieved 
using public funds. More information on the Agency’s Review Policy can be found at 


The Review Committee is chaired by the ACOA President and includes senior 
management and an ex officio representative of the Office of the Auditor General. This 
committee meets every four months to monitor the progress toward scheduled completion 
dates of audits and evaluations in the three-year rolling Review Plan; for fiscal year 
2004-2005, 80%, of audits in the Review Plan were either completed or commenced, as 
scheduled. This included all major audits scheduled. The remaining 20% comprise three 
audits, of which two could not commence due to delays in expected program funding 
distribution; all three were transferred to the 2005-2006 Audit Plan. 


All Management Action Plans, which track the implementation of audit 
recommendations by the client, are updated every six months and presented to the 
Review Committee until the time at which all recommendations are addressed. 


ACOA’s Program division has developed and implemented action plans addressing 


recommendations arising from recent audits and evaluations of the Agency's core 
Business Development Program. 
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An audit of the Community Futures Program was carried out in 2004. The audit 
examined the two-year period from April 1, 2002, to March 31, 2004. A draft report is 
expected to be tabled with ACOA officials early in 2005-2006 and will be followed by 
the development of an action plan. A final version of the report, including an action plan, 
will be released in Fall 2005. 


In response to the recent evaluation of the Seed ConneXion Program for Young 
Entrepreneurs, which was carried out jointly by Review Services and Policy and 
Programs, a number of enhancements have been put in place. The program is now 
named the Seed Capital Program and is open to entrepreneurs of all ages. The loan limit 
has been raised from $15,000 to $20,000. Loans will still be in the form of patient capital 
at reasonable interest rates and security is not required. Up to $2,000 is available to each 
participant for training or consulting services. ACOA is working with service delivery 
organizations to increase the uptake and effectiveness of the training component in 
recognition of the fact that business management skills are fundamental to the growth and 
survival of small businesses. 


In response to the Auditor General's report of December 2001, ACOA has made several 
modifications to the non-commercial Project Summary Form, which encourage the 
linkages to a strategic focus as well as ensure that the evaluation takes into consideration 
previous history with the client. In parallel, the Agency has established a Working Group 
to create a framework for linking operations with planning, including linking project 
outputs to strategic outcomes. In 2005-2006, the Working Group will work toward 
implementing a process and system approach that closely integrates strategic and 
operational planning with programs implementation. Pilot initiatives are being planned 
for the fall of 2005 with the expectation that the new framework will become fully 
operational for 2006-2007. 


As a result of a parallel study to address the Auditor General’s recommendation that the 
Agency “develop and implement alternative methods of measuring the impact of its 
non-commercial projects,” the Agency is working to adopt new methods to evaluating 
non-commercial projects. 


To support the Agency’s efforts to continually improve the quality of interaction, 
reporting, accountability and transparency between ACOA, its clients and the general 
public, the Agency launched ACOA Direct - a new client portal. This represents the 
successful completion of the initial phase of the service transformation initiative and the 
redesign of internal processes to meet client information needs. The Agency has also 
designed a new accountability modelling process that forms the base for the continual 
transformation and improvement of its business processes. 


A list of audits and evaluations completed in 2004-2005 appears in Section IV, Table 9, 
Response to Parliamentary Committees, Audits and Evaluations for FY 2004-2005. 
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Tableau 8 : Frais d'utilisation 


2004-2005 . - _ Années de planification 


_ : _ Pouvoir Datedela = Rey, Revenu Cout ~~ Résultats -Revenu total 
Frais Typede = d’établissement —derniere prey, | total += Normede iliésau prévu_estimatif 


oo ao me 


d'utilisation — _ des frais | ’ pecan (000 $ Cw ‘$) 100 $) rendement rendement Exercice (000$) (000 $) 


Frais Prévus par | Obligations liées 7 mai 1990 4 1 néant Les frais Les frais 2005-2006 0 0 


d'assurance les a l’'assurance recouvrés sur le solde | 2006-2007 0 0 
pret reglements | prét ou crédit au représentent | du compte 2007-2008 
titre de la Lo/ 1% du sont 0 0 
organique de solde du recouvres 
1987 sur le compte, et comme 
Canada ils sont prévu. 
atlantique exigibles au 
début de 
l'exercice. al 
| 


B. Date de la derniére modification : (sans objet) 


aa eal 


C. Autres renseignements : 


Tous les préts impayés ont été remboursés au cours de l'exercice 2004-2005. L'Agence n’accorde plus de garanties de prét, et tous les soldes impayés ont été 
réglés pendant l’exercice 2004-2005. Les prévisions se fondent sur des soldes de compte qui ont été remboursés plus tot que prévu. 


Tableau 7 : Besoins en ressources par direction ou par secteur 


Activité de programme 


Responsabilité 


Aide au 
développement et 
alacroissance | 
des PME (Acces 
au capital) 


Acces a 
Vinformation 


2004-2005 (en millions de dollars) 


Développement 
économique des _ d'intervention 
collectivités _ 


Mesures 


_ Spéciales 


Programmes 
_diinfrastructure = stratégique 


Recherche 


Défense des 
intéréts 


Coordination Total 


Totaux 


Terre-Neuve-et-Labrador 
Budget principal des dépenses 72,6 0,7 16,8 16,1 eas 0,3 - - 124,2 
Dépenses préevues 286 0,7 39/5 16,1 WT 0,3 - - 140,7 
Autorisations totales 76,1 0,7 29,0 15,4 1B) 2 0,1 - - 126,5 
Dépenses réelles 72,8 0,7 S53 15,4 Ope 0,1 - - 25,0 
fle-du-Prince-Edouard 
Budget principal des dépenses 43,2 0,4 8,1 0,3 1,0 0,1 : - 53,1 
Dépenses prévues 43,2 0,4 nila OS 1,0 0,1 - - 56,1 
Autorisations totales 45,2 0,4 11,6 0,3 7,0 - - - 58,5 
Dépenses réelles 44,0 0,4 12,6 0,3 1,0 = = = bade 
Nouvelle-Ecosse 
Budget principal des dépenses 71,9 0,8 28,6 0,4 16,3 0,4 - - 118,4 
Dépenses prévues IANS. 0,8 37,6 0,4 16,3 0,4 - - 127,4 
Autorisations totales 75,4 1,0 35,4 0,4 10,1 0,2 - - 122,5 
Dépenses réelles Ti25 | 10 37,8 0,4 10,1 0,2 - - 121,6 
Nouveau-Brunswick 
Budget principal des dépenses bos 0,7 18,6 29,6 i Fr 0,1 - - 121,5 
Dépenses prévues bo 0,7 27,6 29,6 eZ 0,1 - - 130,5 
Autorisations totales 61,4 7,0 47,6 0,9 16,3 - - - tZ7,2 
Dépenses réelles 58,1 1,0 27,0 0,9 16,3 - - - 103,3 
Responsabilités du Siége social 
Budget principal des dépenses (BPs tee 0,2 12,8 VA OF thz2 3,8 1,8 59,4 
Dépenses prevues 27,8 0,2 12,8 alia 0,7 2 3,8 1,8 59,4 
Autorisations totales Zee 0,2 7,0 itl OF 3,8 oe) LA 41,6 
Dépenses réelles CANS 0,2 7,0 A 0,7 3,8 5,6 1h 41,6 
Budget principal des dépenses 274,8 2,8 84,9 47,5 48,9 12,1 3,8 1,8 476,6 
Dépenses prevues 274,8 2,8 122,4 47,5 48,9 12,1 3,8 1,8 514,1 
Autorisations totales 279,6 3,3 130,6 18,1 3375 4,1 5,6 le? 476,3 
Dépenses réelles 268,5 33 115,7 18,1 33,0 4,1 5,6 hee 450,3 | 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


ag ° c y 
The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 
in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 
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This document is available on the TBS Web site at www.tbs-sct.gc.ca 
This document is available in alternate formats on request. 


Available in Canada through your local bookseller or by mail from 
Canadian Government Publishing — PWGSC 
Ottawa, Canada K1A 0S9 
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Departmental Performance Reports 2004-05 


' Foreword 


The Government of Canada has made continuous improvement in its management practices a 
priority since Results for Canadians: A Management Framework for the Government of Canada 
was tabled in Parliament in the spring of 2000. Driving the government’s pursuit of management 
excellence is its vision to provide Canadians with a responsive government, which serves 
citizens and manages itself as a unified, coherent enterprise; an innovative government supported 
by a highly-qualified public service equipped to leverage information and make the best use of 
public funds while balancing risk; and an accountable government which answers clearly and 
openly for its performance to Parliament and to Canadians. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports following principles for 
effective public reporting (provided in the Guide for the Preparation of the 2004-05 
Departmental Performance Reports: http://www.tbs-sct.gc.ca/rma/dpr1/04- 
05/guidelines/guide_e.asp ). Based on these principles, an effective report provides a coherent 
and balanced picture of performance that is brief and to the point. It focuses on outcomes 
(benefits to Canadians and Canadian society) and describes the contribution the organisation has 
made toward those outcomes. It sets performance in context, associates performance with earlier 
commitments, explains any changes, and discusses risks and challenges faced by the organisation 
in delivering on these commitments. Achievements realised in partnership with other 
governmental and non-governmental organisations are also discussed. Supporting the need for 
responsible spending, it links resources to results. Finally, the report is credible because it 
substantiates the performance information with appropriate methodologies and relevant data. 


This departmental performance report (along with those of many other organizations) is 
accessible from the Treasury Board of Canada Secretariat Internet site: http://www.tbs- 
sct.gc.ca/est-pre/estime.asp. Readers wishing a high level, whole of government overview of the 
Government of Canada’s efforts to improve quality of life should refer to Canada’s Performance 
2005 available at the same internet address. This report is structured around three broad policy 
areas (Sustainable Economy, Canada’s Social Foundations and Canada’s Place in the World) 
and, in its electronic version, links to relevant Departmental Performance Reports. Canada’s 
Performance 2005 also contains a special overview of the government’s efforts to improve the 
well-being of Aboriginal peoples. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers can do much to ensure that Departmental Performance Reports 
and other reports are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.ge.ca 
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SECTION I- OVERVIEW 


Message from the Minister 


I am pleased to table the Departmental Performance 
Report for the Canada Border Services Agency (CBSA). 
This report illustrates the CBSA’s continued commitment 
to ensuring our country’s security and prosperity by 

_ managing the movement of people and goods to and from 
Canada. 


We continue to be vigilant and focused on the importance 
of protecting our borders. In support of Canada’s 
National Security Policy, the CBSA has increased its 
efforts to safeguard the health, security and economic 
well being of Canadians by facilitating the movement of 
low-risk traffic in order to focus on unknown or high-risk 
travellers and goods. Of equal importance, the CBSA 
manages the border in a way that reflects our Canadian 
values of fairness, respect, equality and the rule of law. 


As a key component of the Public Safety and Emergency Preparedness portfolio, the 
CBSA has accelerated trade facilitation and border protection initiatives, working side by 
side with the United States and other international partners, as well as with the private 
sector, to keep our borders open for business but closed to terrorism and criminals. This 
approach reflects the CBSA’s belief that trade facilitation and security are equally 
essential and interdependent. 


The health and safety of Canadians are of paramount importance to the Government of 
Canada. The alignment of complementary border management activities within one 
agency has proven to be an effective and efficient business decision, strengthening 
Canada’s national security while promoting prosperity and competitiveness. 


I would like to commend the employees of the CBSA for their commitment as portions of 
three legacy organizations have evolved into one cohesive agency. I wish to thank them 
for their dedication to building an effective border services organization that is well 
positioned to detect and respond to the new and emerging challenges of the 21“ century. 


The Honourable A. Anne McLellan, P.C., M.P. 
Minister of Public Safety and Emergency Preparedness 
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Message from the President 


Since its creation on December 12, 2003, the Canada 
Border Services Agency (CBSA) has made tremendous 
progress in building a new organization and 
progressing toward a fully integrated, multi-faceted 
border management agency. 


We have created a solid corporate foundation through 
strong human resources, comptrollership and 
governance frameworks that maximize our ability to 
manage operations, fulfill our mandate and achieve our 
desired outcomes. We are developing clear and relevant 
planning and performance measures to assist the 
agency in setting priorities, allocating resources, and 
improving transparency, accountability and services in 
order to meet the needs and expectations of Canadians. 


The CBSA has adopted a knowledge-based approach to border management, pursuing 
innovative training and learning techniques to support the application of science and 
technology to our business. This approach allows us to “push the borders out” and screen 
people and goods at several points along the travel continuum at the earliest opportunity, 
before they reach our borders. 


In addition, the best practices adopted under the Canada—U.S. Smart Border Declaration 
have become international standards for security and facilitation of the trade supply 
chain. We are working closely with our colleagues in the Public Safety and Emergency 
Preparedness portfolio, as well as our private sector and international partners, to promote 
strong, collaborative relationships, to identify emerging trends, and to develop new and 
innovative approaches to managing our borders. 


The CBSA can be proud of the considerable gains it has made thanks to the 
professionalism and dedication of its employees. We have succeeded in advancing our 
ambitious agenda while continuing to deliver seamless service to the public by 
facilitating legitimate cross-border traffic, supporting economic development, and 
stopping people and goods that pose a potential risk to our national security. 


With a strong foundation now in place, I am confident the CBSA will continue to 
advance the national agenda of protecting Canadians’ health, safety and prosperity for 
years to come. 


President 
Canada Border Services Agency 
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Management Representation Statement 


I submit, for tabling in Parliament, the 2004-2005 Departmental Performance Report 
(DPR) for the Canada Border Services Agency. 


This document has been prepared based on the reporting principles contained in the 
Treasury Board of Canada Secretariat’s Guide for the preparation of 2004-2005 
Departmental Performance Reports: 


It adheres to the specific reporting requirements; 
It uses an approved Program Activity Architecture; 
It presents consistent, comprehensive, balanced and accurate information; 


It provides a basis of accountability for the results pursued or achieved with 
the resources and authorities entrusted to it; and 


It reports finances based on approved numbers from the Estimates and the 
Public Accounts of Canada. 


Alain Jolicoe 


President 


Canada Border Services Agency 
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Summary Information 


The Canada Border Services Agency (CBSA) is part of the Public Safety and Emergency 
Preparedness (PSEP) Portfolio, which has overall federal responsibility for protecting 
Canadians and for helping to maintain a peaceful and safe society. The Agency is 
responsible for providing integrated border services that support national security and 
public safety priorities and facilitate the free flow of persons and goods, including 
animals and plants that meet all requirements under the program legislation. It is our 
mission to ensure the security and prosperity of Canada by efficiently and effectively 
managing the access of people and goods to and from Canada. We work side-by-side 
with our partners and stakeholders, at home and abroad, to continue to enhance the safety 
and security of Canadians. 


Total Financial Resources for the CBSA ($ millions) 
Planned Authorities 


$1,098.9 $1,126.6 $1,061.1 
Total Human Resources for the CBSA 


rn cee 
10312 


Benefits to Canadians 


Some Acts and Regulations administered 


The Canada Border Services Agency is the in whole or in part by the CBSA: 


first line of defence in managing the er Ue. 


movement of people and goods into and out SEGA NAR Cbde 
of Canada. In collaboration with other o Customs Act 
Portfolio partners, the Agency is also o Customs Tariff 
organized to react to national emergencies a pe a Ve 
that would affect the health, security, and a Be aah dimnoreecH Teles 
economic prosperity of Canadians. o Food and Drugs Act 
o Health of Animals Act 
The CBSA is responsible for: o Immigration and Refugee Protection Act, 
aed: including war crimes 
e Ensuring that all people coming into 6 Plant Protecnaneien 
Canada are admissible and comply o Proceeds of Crime (Money Laundering) 
with Canadian laws and regulations; and Terrorist Financing Act 


o Special Import Measures Act 

e Detaining and removing persons who 

are inadmissible to Canada, including 

those involved in terrorism, organized crime, or war crimes and crimes against 
humanity; 


' Relative to the portions of Citizenship and Immigration Canada transferred to the CBSA through the December 12, 2003 government 
re-organization, the planned number of FTEs published in the 2004-2005 RPP did not include 250 FTEs for Corporate and Regional 
support services activities since negotiations pertaining to these functions had not been concluded. 
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With a workforce of almost 11,000 public 
servants, the CBSA provided services at 


Processing all commercial shipments to ensure that Canada's border and trade 
laws and regulations are adhered to, that no illegal goods enter or leave the 
country, and that related trade statistics are accurate; 


Making sure that all applicable duties and taxes are collected; 


Ensuring food safety and plant and animal health, by identifying and interdicting 
high-risk regulated commodities arriving at our air, land and sea ports; 


Negotiating and implementing border-related arrangements and agreements; and 


Assisting in combating money laundering. 


In 2004-2005, the CBSA 


about 1,200 service points across Canada e removed close to 12,000 people 
and 39 locations abroad in 2004-2005. At determined to be inadmissible to Canada 


over 60 land border crossings and nine 


under the provisions of the Jmmigration 
and Refugee Protection Act for teasons of 


international airports, we operate on a 24/7 irregular migration, criminality or security 


basis. We administer more than 90 acts and 
regulations on behalf of other federal 


collected more than $3 billion in import 
duties, almost $25 billion in GST and over 


departments and agencies, the provinces and $60 million in sales tax on behalf of the 
the territories, as well as many international provinces and the territories 
agreements. In 2004-2005, we pa 95 helped prevent the spread of disease and 
million individual travellers arriving in pests through almost 38,000 interceptions 
Canada — whether by road, air, water or rail of soil, plants and plant products, and over 


= and processed over py million people 55,000 interceptions of meat and meat 


referred for immigration reasons. 


products 


seized almost 70 tonnes of illegal meat and 
Canadians abroad and in Canada benefit meat products as well as over $290 million 
from our efforts towards an efficient and in drugs 

effective border that leads to a secure and 
prosperous Canada. 


The CBSA contributes to an efficient and effective border by: 


Simplifying border crossing for legitimate, low-risk people and goods through the 
implementation of risk-assessment programs using technological and science- 
based solutions; 


Implementing screening processes to interdict unsafe foods and unhealthy animals 
that could spread disease to humans, animals, food products, plants, etc.; and 


Searching for and preventing the smuggling of drugs, explosives, radioactive 
materials, and chemical and biological agents. 


The security and prosperity of Canada are strengthened by CBSA activities in the areas 


of: 


Combating terrorism, organized crime, and war crimes or crimes against 
humanity; 
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Detecting and preventing contraband smuggling; 


Disrupting people-smuggling and 
trafficking networks overseas and 
deterring related passport and visa fraud; 


Investigating and prosecuting criminal 
offences involving Canada’s border 
legislation, including smuggling, 
evasion of duty, commercial fraud and 
other offences; 

Advancing and improving initiatives 
under the Smart Border Declaration (32- 
point action plan between Canada and 
the U.S. to address security threats) and 
the Security and Prosperity Partnership 
of North America; 


In 2004-2005, the CBSA 


concluded 186 criminal cases resulting 
in over $2.1 million in fines and 19 jail 
sentences 


assessed approximately 100 civil actions 
totalling over $2.7 million in penalties 
achieved a 90% success rate on 
prosecutions 

seized $43 million in currency, of which 
$11 million was forfeited to the 
Government of Canada as suspected 


proceeds of crime 

screened over 1,900 suspected impaired 
drivers, about 57% resulting in a 
warning or failure, and arrested or 
detained over 400 impaired drivers 


e Sharing, where legislation allows, 
information and intelligence in a timely 
and coherent manner among PSEP 
Portfolio partners and, when 
appropriate, between countries; 


In 2004, CBSA officers recovered 74 
missing children, bringing the total to 
almost 1,400 children reunited with their 
parents or legal guardians since 1986. 


e Establishing a level playing field for importers, exporters and travellers to 
enhance trade and tourism; and 


e Promoting Canadian interests at international fora on issues such as international 
customs rules and requirements; asylum, refugee and migration policies and other 
immigration-related concerns; and other issues including health and food safety. 


Fiscal prudence is demonstrated to Canadians through the establishment of sound modern 
comptrollership practices, supported by objective internal audit and program evaluation 
functions. For example, the interim evaluation of the Customs Action Plan identified that 
significant progress has been made regarding high-priority initiatives, but that there were 
areas where shortfalls have occurred and recommendations have been presented. 


For more statistics or additional information on the Agency and its mandate, please visit 
the CBSA Web site (http://www.cbsa.gc.ca). A list of CBSA-related acronyms and terms 
is provided in Appendix B. 
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CBSA values 


Integrity: We will exercise our authority in a principled, open and fair manner. We will 
accept responsibility for our actions in order to build and maintain a reputation of 
trustworthiness and accountability. 


Respect: We will show the utmost appreciation for the dignity, diversity and worth of all 
people. We will do this by listening to others to understand their positions and by 
behaving in a just, courteous and reasonable manner. We respect the privacy of 
Canadians and strongly uphold the Canadian Charter of Rights and Freedoms. 


Professionalism: We will set high standards of achievement for all of our employees and 
strive for the provision of competent, quality service. In particular, we will be innovative 
and harness smart and modern technology to perform our mission. 


Contribution of Others 


Our partners and stakeholders play an essential role in our work. The CBSA works 
closely with partners at all levels of government, from local to the international, and 
outside government. Of particular value to the 


CBSA is how our non-governmental In 2004-2005, CBSA scientists worked with 
stakeholders let us know what issues and the World Anti-Doping Agency (WADA) to 
challenges they face in relation to border Con meer ren yp ienonie Gest cnc 

Fapsfa t eeaighs Foose steroid — Desoxy-Methyl Testosterone 
NR Saha tne au : (DMT). Samples of the steroid have been 
solutions. Stakeholder interest groups also disseminated to WADA-accredited labs 
provide information and assistance to their around the world for testing purposes during 
members in order to help ensure that athletic events such as the Olympics. 


travellers, traders, immigrants and refugees 
are aware of their obligations and to assist them in complying with border requirements. 
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Key partners and stakeholders 
Government : 


e Department of Public Safety and Emergency Preparedness Canada (PSEPC) and 
other Public Safety and Emergency Preparedness (PSEP) Portfolio partners 


e Other federal leads (e.g. Canada Revenue Agency; Citizenship and Immigration 
Canada; Canadian Food Inspection Agency; Passport Office; Foreign Affairs 
Canada; International Trade Canada; Health Canada; Public Health Agency of 
Canada; Justice Canada; Canadian International Development Agency; 
Department of Finance; Privy Council Office; Canadian International Trade 
Tribunal; Transport Canada; regional development agencies; etc.) 


e Provinces and territories 
e Municipalities 


e Foreign governments and agencies, including the U.S. Department of Homeland 
Security and the U.K. Home Office 


Law enforcement agencies i 


Foreign border and enforcement agencies, particularly U.S. Customs and Border 
Protection and U.S. Immigration and Customs Enforcement 


Stakeholders 
e Bridge, port and airport authorities 


Multilateral organizations (e.g. World Customs Organization; World Trade 
Organization; European Union; Asia-Pacific Economic Cooperation; G8; Four- 
Country Conference; Intergovernmental Consultations on Asylum, Refugee and 
Migration Policies; United Nations High Commissioner for Refugees; etc.) 


Provincial and municipal police forces 


e Industry, trade and tourism associations, chambers of commerce 


Non-governmental organizations (e.g. Canadian Red Cross; Canadian Council for 
Refugees; Cross-Cultural Roundtable on Security; ethno-cultural groups; etc.) 
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Overall Departmental Performance 


2004-2005 


Innovation and 


Technology 
(Science and 
Admissibility | Enforcement Technology-Based 
(Access) (Security) Innovation) Total 


$ 


millions 


Related Financial $ millions $ millions $ millions 


Information: 


Border 
Operations 


— — 


Main Estimates 493.2 666.7 


1,098.9 
1,126.6 


Planned Spending 724.3 
Total Authorities ise 


Actual Spending 


Departmental Performance Report Structure 


The Canada Border Services Agency is reporting using the Program Activity 
Architecture (PAA) structure. During 2004-2005, the Agency was in the process of 
defining its PAA. In the fall of 2004, the CBSA submitted a PAA structure to the 
Treasury Board Secretariat (TBS) with one Strategic Outcome and four Program 
Activities. Since then, consultations with Agency management, and the refinement of the 
organizational structure, have resulted in a streamlined Strategic Outcome and the 
Program Activities were renamed to better reflect our operations. A crosswalk has been 
provided (Figure 1) to show the changes to the CBSA reporting structure and to ensure 
consistency on future planning and reporting documents. The 2004-2005 PAA was 
approved only at the Program Activity level. The Agency is in the process of developing 
performance indicators and expected results down to the lowest level of its PAA. The 
CBSA will gauge its success through the achievement of its Strategic Outcome. 
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Figure 1 


2004-2005 Strategic Outcome 2005-2006 Strategic Outcome 


e Canada receives full social and 
economic benefits from the free flow of 
people and goods through secure, open 
borders. 


Efficient and effective border management 
that contributes to the security and 
prosperity of Canada. 


e Canada’s national security is maintained 
through our rapid reaction, interception, 
and interdiction of threats. 


e Compliance with border laws remains 
strong. 


2004-2005 Program Activities 2005-2006 Program Activities 


Enforcement Security 


Admissibility Access 


Innovation and Technology Science and Technology-Based Innovation 


Corporate Services Corporate Management and Direction 


Program Activity Descriptions 


Security (Enforcement) 
Within the context of the government’s security agenda, and through effective and 
efficient border management, ensure the safety and security of Canadians. 


Access (Admissibility) 
Ensure the lawful flow of people and goods while promoting compliance with border 
legislation/regulations. 


Science and Technology-Based Innovation (Innovation and Technology) 
Utilize CBSA’s science and technology capacity to modernize border management and 
increase the effectiveness and efficiency of border operations. 


Corporate Management and Direction (Corporate Services) 
Provide the corporate direction, legal services, human resource management and 
comptrollership to support and manage CBSA. 
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Delivering on CBSA Commitments 


In 2004-2005, the CBSA established six main priority areas for our work. We will 
achieve our Strategic Outcome through: 
> Ensuring business continuity In 2004-2005, the CBSA 


Completing the transition responded to almost 790,000 calls 
Ss : 1 to its 1-800-461-9999 general 
I UL TERESA LGN ES enquiry telephone line (Border 


Ensuring responsiveness and flexibility Information Service — BIS). 
Advancing interoperability 

> Contributing to the Government’s Agenda. 
We are committed to ensuring that our clients and stakeholders are treated fairly and 
receive the best possible service in all of their dealings with CBSA. The CBSA provides 
an accessible, impartial and transparent process to review disputed decisions through our 
redress system. Clients are advised of their right to the dispute-resolution process when 
decisions are made or actions are taken by the CBSA. 


Ve NEY 


Figure 2 provides a summary of performance for each of the Departmental Priorities. 
Section II provides detailed performance information in support of the Agency’s 
priorities and commitments. 


Additional Priorities and Commitments 


The world in which the CBSA operates to carry out its mandate and mission is constantly 
changing and, on a regular basis, we are faced with new and evolving demands and 
challenges. In order to respond to the needs of our clients, stakeholders and partners, the 
CBSA advanced various initiatives in the past fiscal year that were not explicitly noted in 
the 2004-2005 Report on Plans and Priorities. For example, in 2004-2005, the Agency 
moved forward on: 


Land Preclearance — To improve security and relieve congestion at the land border, 
two land preclearance projects were announced in December 2004: a shared facility 
in Fort Erie, Ontario, and another on the U.S. side of the border. In March 2005, 
negotiations for a Canada-U.S. Land Preclearance Agreement were initiated. 


CANPASS Air — (A Canadian program that is available to pre-approved, low-risk 
citizens and permanent residents of Canada and the U.S.) Members use a dedicated 
CANPASS kiosk to clear customs and immigration in lieu of reporting toa CBSA 
officer. In 2004-2005, the CANPASS Air program was expanded to five additional 
sites: Toronto, Montreal, Calgary, Winnipeg and Edmonton. Vancouver was the 
initial site for CANPASS Air. 


Border Model — CanSim, a Canadian computer simulation border model, was 
developed under an agreement with the U.S. General Services Administration and in 
partnership with Transport Canada and Infrastructure Canada. CanSim will assist in 
the design of border facilities and border-corridor highway infrastructure to ensure 
the effective and safe management of traffic volumes. In addition to the generic 
border model, site models have been developed for six land border crossings, 
including the four major crossings in Southern Ontario. 
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Integrated Global Enrolment Program — Work was carried out to devise a single, 
integrated global enrolment program for North American traveller programs such as 
NEXUS, Free and Secure Trade (FAST) and Sentri (a US-CBP program), for travel 
by air, land and sea. Initial focus is on harmonization of bilateral Alternative 
Inspection Service (AIS) programs (such as NEXUS and FAST). 


Integrated Border Enforcement Teams (IBETs) — Comprised of both intelligence 
and enforcement personnel from the RCMP and the CBSA, the U.S. Department of 
Homeland Security, Canadian and U.S. law enforcement agencies (local, provincial 
and state) and the intelligence community, these teams are strategically placed along 
the border and combine their efforts in gathering and sharing critical information to 
prevent, detect and interdict cross-border crime in order to maintain a safe border. 
Expansion in 2004-2005 has resulted in 23 teams in 15 regions. 


POE Vision — A Port of Entry (POE) Vision was developed in 2004-2005. Ports of 
Entry are the first points of contact where foreign goods or persons enter legally into 
Canada. The Vision included recommendations concerning redefining the primary 
and secondary examination processes to more efficiently fulfill service and protection 
roles; innovative risk-management solutions using enhanced technology and system 
interoperability to target high-risk travellers; the provision of consistent and 
recognizable levels of service across Canada, delivered in ways to best respond to 
differing client and geographical needs; enhanced training and tools for officers 
required to address the multiple program priorities of complex border operations; and 
enhanced client service through a single window to public partners and stakeholders. 


Movement of People and Movement of Goods Frameworks — In 2004-2005, 
significant progress was made towards the development of the frameworks regarding 
the movement of people and goods. These frameworks include the results and 
recommendations of various reviews that have been carried out in the commercial and 
travellers streams. The objective of the frameworks is to further integrate and 
harmonize customs, immigration and agricultural processes at the border and to 
establish a policy and regulatory framework that supports the new direction of the 
agency. 

Security and Prosperity Partnership of North America — The Security and 
Prosperity Partnership of North America (Canada, United States and Mexico), 
announced on March 23, 2005, will have a significant impact on the border-security 
strategy of the CBSA. 


More information regarding CBSA programs and services is available online at 
http://www.cbsa.gc.ca 
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SECTION II —- ANALYSIS OF 
PERFORMANCE BY 
STRATEGIC OUTCOME 


Program Activity: Enforcement (Security) 


The Enforcement (Security) program activity supported our Strategic Outcome by 
ensuring efficient and effective enforcement of Canadian legislation related to border 
management, by providing sound intelligence to decision-makers, and by acting as a 
focal point for the CBSA’s relations with partners in the security, intelligence, and law 
enforcement communities. 


Financial Resources ($ millions): 


Planned Spending Authorities 


$288.8 $290.3 


Human Resources 


SASS) DiI 


Meeting our 2004-2005 Priorities and Commitments 


Phased implementation of Advance Passenger Information and Passenger Name 
Record (API/PNR) 


At the March 9, 2005 Shared Border Accord 
Coordinating Committee (SBACC) meeting, Sane Soro ace 
Canada and the U.S. signed an MOU on the Innovation, Science and Technology Branch 
sharing of Advance Passenger Information and the Enforcement Branch, received the 
and Passenger Name Records (API/PNR) and Public Service Award for Excellence in 
lookouts on high-risk travellers destined to Citizen-focussed Service Delivery. 

either country. Through this initiative, high- 
risk air travellers are identified while in transit before they reach Canada’s borders and 
airports. It allows the CBSA and other enforcement agencies the opportunity to assess 
information and make decisions on whether to detain or interview travellers prior to their 
arrival at the border. 


In June 2005, the API/PNR Project Team, 


Related to this commitment, the Integrated Primary Inspection Line (IPIL) system is an 
additional tool used to process the movement of travellers into Canada. In 2004-2005, 
IPIL was implemented at the International Ferry Terminal in Toronto (June 2004) and in 
Kelowna, B.C. (August 2004), bringing the number of operational sites as of March 2005 
to 47, including all major airports, as well as selected bus, cruise ship, ferry and rail 
locations with 3,000 IPIL users. 


IPIL is integral to assessing traveller risk and making a release or referral decision by 
providing CBSA officers with the ability to query travellers against CBSA and 
immigration databases for previous enforcement, lookouts and lost/stolen/fraudulent 
documents in real time, to display valuable intelligence information; and to record a 
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release or referral decision at the primary inspection line. Further information related to 
this commitment can be found under the Innovation and Technology (Science and 
Technology-Based Innovation) program activity. 


Enhance Migration Integrity Officer program and implement the United Nations 
Protocol on Trafficking in Persons 


The CBSA’s 45 Migration Integrity Officers abroad 
continue to work closely with airlines, security 
companies, foreign partners and Canadian agencies in 
order to disrupt human smuggling and trafficking 
schemes, deter the misuse or abuse of travel documents, prevent the travel to North 
America of criminals or those who may pose a threat to national security and investigate 
fraudulent applications for immigration to Canada. Their work, in 39 strategic 
international locations, is consistent with Canada’s strategy of “pushing the borders out”. 
The CBSA succeeded in intercepting, prior to their departure, over 70% of improperly 
documented travellers destined for Canada in 2004-2005. Moreover, MIO efforts have 
assisted in reducing improperly documented arrivals at Canadian airports to the lowest 
level since statistics were first recorded in 1989. 


The CBSA denied entry to almost 
95,000 people who were determined 
to be inadmissible in 2004-2005. 


The CBSA continued to participate in a working group, led by the Department of Justice 
and PSEPC, which is developing a federal strategy for implementing the UN Protocols on 
Trafficking in Persons. In this context, the CBSA continues to work with Citizenship and 
Immigration Canada (CIC) to develop guidelines for the protection of trafficking victims. 
In addition, CBSA's MIO network continues to interdict irregular migrants destined for 
Canada, including those linked to people smuggling and trafficking activities. 


Implement security of marine cargo containers — Container Security Initiative (CSI) 


In March 2005, Canada formally agreed to partner with the U.S. in their Container 
Security Initiative (CSI). Under this partnership, the CBSA agreed to deploy officers to 
foreign marine ports to work with local authorities in the targeting and verification of 
shipping containers, and to identify high-risk containers before they are loaded onto 
vessels destined for North America. 


CSI will use a phased-implementation approach to deploy CBSA officers abroad and 
establish partnership agreements with foreign customs administrations. The initiative is a 
multi-year project with plans to implement at high-risk marine ports over the next five 
years. 


Develop a targeting tool for Advance Commercial Information (ACI) and 
implement advance cargo reporting for air, highway and rail shipments 


Over the past fiscal year, the Agency made 

Sen th miners aoa dhe kh daence The TITAN™ system processes about 
eo tee Pies : Bie pt 8 3 million cargo documents annually. 
Commercial Information (ACI) initiative, a 


multi-phase project involving advance “— 
electronic reporting coupled with the concurrent development of a sophisticated 
automated risk assessment tool called TITAN™. One of only two automated risk- 
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assessment systems in the world, TITAN™ provides the CBSA with the ability to 
automatically screen all marine commercial shipments for indications of risk prior to 
departure for Canada; marine carriers no longer submit paper documents as shipments are 
assessed electronically. By using risk management as the guiding principle for border 
management, TITAN™ identifies high- or unknown-risk cargo while promoting the flow 
of legitimate low-risk trade. This provides the CBSA the time to assess risk more 
effectively and to make informed decisions on directing resources to shipments posing 
the highest risk to Canada’s health, safety and security. TITAN™ forms the cornerstone 
of CBSA’s risk-management regime. 


As part of ACI Phase I, work carried out by the CBSA in 2004-2005 included the 
implementation of the mandatory requirement to provide electronic transmission of 
marine-cargo data 24 hours prior to loading in the foreign port; the development and 
implementation of TITAN™; advising carriers and freight forwarders of policy and 
program requirements for future implementation of ACI in the air and marine modes; and 
expanding the Mandatory Harmonized System to allow the CBSA to make appropriate 
admissibility, examination and release decisions. Work is ongoing to implement advance 
cargo-reporting requirements for the air-cargo mode for 2005 and the rail and highway 
commercial modes for 2006. 


Further information related to this commitment can be found under the Innovation and 
Technology (Science and Technology-Based Innovation) program activity. 


Install Vehicle and Cargo Inspection System (VACIS™) for rail cargo 


VACIS™ technology is a gamma-ray scanning system used to capture an image similar to 
a X-ray. This state-of-the-art technology assists operators in examining heavily-loaded 
containers in order to detect suspected contraband, weapons, and other potentially 
dangerous goods while minimizing disruptions and costs for importers. 


In September 2004, the U.S. Department of Homeland Security (DHS) deployed two Rail 
Vehicle and Cargo Inspection Systems (VACIS™) on Canadian soil for scanning U.S. 
bound trains; two additional Rail VACIS™ units are being deployed in Canada by DHS 
and will be operational by August 2005. The CBSA’s involvement with these four 
VACIS™ installations is in compliance with the Declaration of Principles with Canadian 
National Railway (CNR) and Canadian Pacific Railway (CPR). The Rail VACIS™ units 
are operated and maintained by U.S. Customs and Border Protection and CBSA officers 
provide support in the event that high-risk security threats are detected. 


Advance intelligence work under the Public Security and Anti-terrorism Agenda 
(PSAT) 


The CBSA sees intelligence as a cornerstone of our capacity to respond effectively to 
threats. The Agency is developing new intelligence training and intelligence-research 
capacity, promoting information sharing and data quality, and improving communication 
within and across its intelligence network. With our partners, the Agency continues to 
pursue interoperability options to improve information sharing. Advancing intelligence 
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work is a key priority of the Government under the Public Security and Anti-terrorism 
Agenda and continues to be a priority under the National Security Policy. 


The CBSA provides analysts to the Integrated Threat Assessment Centre (ITAC), which 
became operational in October 2004 as an intelligence/security community-wide resource 
working in conjunction with the National Security Advisor to the Prime Minister. ITAC 
conducts comprehensive analysis of available information on potential terrorist threats to 
Canada. The CBSA also participates in ITAC’s Assessment Management Committee 
that meets on a monthly basis to provide advice on the focus, effectiveness and efficiency 
of ITAC activities. 


Enhance Detentions and Removals The CBSA operates three detention 
The CBSA is working to reduce the backlog facilities and uses provincial facilities 


of individuals who are under removal order 


where no Agency-run facility exists, or 


Shee Mans ae where the individual has been identified as 
and still in Canada. Two initiatives were a high-risk detainee. 


established in 2004-2005. 


The Removals Working Inventory was established to identify the number of cases in the 
removals stream by country. This has allowed the CBSA to focus efforts on improving 
cooperation from foreign governments in facilitating removals and issuing travel 
documents. 


A National Strategic Review of the CBSA Removals Program was launched in 2004- 
2005 to assess the effectiveness of the program and to examine potential program 
improvements. 


In addition, the CBSA continued to work closely with the U.S. Department of Homeland 
Security (DHS) on joint removals by charter airplane, resulting in the removal of 20 
individuals from Canada and 234 from the U.S. in 2004-2005. 


Implement intelligence-based document integrity 


In 2004-2005, the CBSA established an interdepartmental Working Group on Document 
Integrity and coordinated discussions on document issues, particularly relating to the 
formation and adoption of government-wide consistent best practices relating to 
documents. 


The Working Group catalogued all federal status, travel and identity documents and 
collected specimens of many of these documents for its document repository. It worked 
with partners to enhance the security and design of several status documents in the past 
year and performs quality control on the permanent resident card and the citizenship 
certificate. It continued to improve the tracking of lost and stolen travel documents to 
enable their detection and removal from circulation, and developed and implemented 
formal curricula for one and five-day document examination training. 


The CBSA is also involved in the production and distribution of Document Alerts to our 
officers, CIC and other partners, and in partnership with the Netherlands, Australia and 
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the USA provides input to the Electronic Data Imaging System on Network (EDISON) 
database. 


Establish the Integrated Immigration Enforcement Teams 


The CBSA, with the RCMP, established Integrated Immigration Enforcement Teams 
(IIETs) in Toronto, Montreal, and Vancouver. The purpose of the teams was to enhance 
the CBSA's capacity to investigate and remove individuals subject to immigration 
warrants who may pose a threat to public security. 


Although the IIETs were disbanded at the end of the 2004-2005 fiscal year, the resources 
were strategically placed back into the respective operations of RCMP/CBSA to continue 
to fulfill this mandate. The CBSA and the RCMP continue to work in partnership on 
those cases that pose a threat to public security. 


Assist in the preparation of the Annual Report on the War Crimes Program 


The CBSA helped prepare the Seventh Annual Report on Canada’s War Crimes Program, 
which was released in September 2004. The War Crimes Section of the RCMP, the 
Department of Justice, and the Modern War Crimes Unit of the CBSA jointly manage the 
Modern War Crimes program to ensure that those who have been involved in war crimes 
or crimes against humanity are prevented from eluding justice. The Agency helps to 
achieve this objective by: providing screening support to CIC’s visa operations abroad; 
refusing entry to persons suspected of war crimes; seeking to exclude such persons from 
the refugee determination process in Canada; and removing failed refugee claimants 
involved in war crimes or crimes against humanity. 


Enhance Case Management System 


The CBSA and CIC worked together to integrate the National Case Management System 
(NCMS) into the Global Case Management System (GCMS). GCMS will replace 11 
legacy systems to provide users with a single access point to all electronically recorded 
information concerning a client in support of analysis and intelligence work. It will also 
provide a set of common functions, including: client identification, case tracking, record 
and file management, operational reporting and analysis, trend analysis, and interfaces 
with partners. 


GCMS was deployed to all of CIC’s Citizenship offices in September 2004, and further 
deployments to CIC and CBSA offices will take place in 2005-2006. 


Connect to the RCMP integrated query tool 


The CBSA has received legal advice from the Charter section of the Department of 
Justice and is currently assessing the impact with the RCMP prior to finalizing the 
signature of the Memorandum of Understanding that will allow this pilot to be initiated. 
The concept of the Integrated Query Tool is to provide the user with a single query 
“window” into multiple external agency sources to query data regarding travellers, 
conveyances, or businesses. 
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Implement information sharing agreements 


Canada officially implemented the Information Sharing Statement of Mutual 
Understanding (SMU) with the U.S. in January 2005. A bi-national working group has 
undertaken a mapping exercise to determine how, and with whom, immigration-related 
information is shared between the two countries as well as to identify any information 
sharing gaps. 


The implementation of an information sharing agreement with Australia is complete. 
Some modifications to delegations are presently being contemplated. Information 
sharing agreements with the United Kingdom, the Netherlands and New Zealand have 
been signed. 
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Program Activity: Admissibility (Access) 


The Admissibility (Access) program activity contributes to the security and prosperity of 
Canada through the development of national programs and operational policies related to 
admissibility, processing and recourse mechanisms for the import and export of goods 
and the movement of people, and investigating complaints related to unfair trade 
practices. . 


Financial Resources ($ millions): 


Planned Spending Actual Spending 


$724.3 Wei $704.2 


Human Resources 


Authorities 


Meeting our 2004-2005 Priorities and Commitments 


Enhance efficiency and effectiveness of the refugee-determination process 


In collaboration with CIC, the Department of Justice, and the Immigration and Refugee 
Board, CBSA 1s actively involved in efforts to enhance the integrity and effectiveness of 
the refugee determination process in Canada, including the removal of failed refugee 
claimants in a timely manner. 


In December 2004, the Safe Third Country Agreement between Canada and the United 
States was implemented at land border operations by the CBSA. This agreement is 
intended to promote the sharing of responsibility for providing protection to those in 
need, to reduce abuse of our refugee programs, and to strengthen public confidence in the 
integrity of Canada’s refugee determination system. There are early indications that the 
Safe Third Country Agreement has succeeded in achieving these objectives, and the 
CBSA will continue to monitor the effectiveness of the refugee determination process in 
Canada. 


Expand NEXUS programs 


The CBSA works with the United States ieee ar Naga ord Ue uae) 
travellers of either country the opportunity to 

on several NEXUS boa that allow clear border services by using either dedicated 

pre-approved, low-risk members to clear lanes or the Telephone Reporting Centre (TRC) 

customs and immigration, using dedicated feature. Asa result, border officials from Canada 

lanes. and the U.S. are able to concentrate their efforts 


on unknown or high-risk travellers and goods. 


In 2004-2005, integrated proximity-card 
and license-plate-reader technology was implemented at seven NEXUS Highway sites. 
Travellers simply wave their proximity-cards in front of proximity card readers as they 
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enter a NEXUS lane, and their card number is queried against our enrolment database. 
This query identifies the traveller, and then sends the traveller’s information to our 
enforcement databases for an automated risk assessment at every passage. Any 
enforcement hits or membership-status problems will then be displayed to the CBSA 
officer. 


Delays in construction at the Queenston/Lewiston Bridge between Niagara Falls, Ontario 
and Niagara Falls, New York resulted in a postponement of NEXUS technology 
installation at this site until 2006-2007. As well, a Shared Border Accord Coordinating 
Committee decided not to extend NEXUS Highway to Coutts, Alberta and Sweetgrass, 
Montana due to low enrolment. 


NEXUS Arr, a bi-national pilot project of the CBSA and U.S. Customs and Border 
Protection (US-CBP) was piloted at Vancouver 


International Airport in 2004-2005. This facilitated As of March 31, 2005, 

the efficient and secure entry of pre-approved, low- CANPASS Air was in place at 
risk air travellers who are citizens or permanent four major airports with 5,934 
residents of Canada or the U.S. As with the ee ee 


NEXUS Arr participants. 


CANPASS Air program, NEXUS Air uses iris- 
recognition biometric technology, which identifies an individual based on the unique 
pattern of the eye’s iris. 


In 2004-2005, the CBSA undertook several marketing and outreach activities for the 
NEXUS Marine program, which was met with much interest from the boating public, 
marina operators and yacht club owners. The 
poe Bs me weet ee Cee eat non-invasive and considered the most 
boat reporting initiative to facilitate border acciraiianditrcrniniicn ?oanaearet 
crossings for pre-approved, low-risk travellers | a few seconds, the iris image is captured 
entering either Canada or the United States with a digital black-and-white camera 
via private boat. This program allows from a comfortable distance, without 
recreational boaters the opportunity to clear bright lights or lasers, 

customs and immigration of either country via 

telephone reporting. 


Iris recognition biometric technology is 


Expand Free and Secure Trade (FAST) 


The Free and Secure Trade (FAST) program is a joint Canada-US. initiative that 
expedites border clearance and reduces delays for pre-approved, low-risk truck drivers, 
carriers, and importers. The program promotes free and secure trade by using common 
risk-management principles, supply chain security, industry partnership and advanced 
technology. In 2004-2005, FAST availability was increased from 12 to 19 high-volume 
land border crossings along the Canada-U.S. border. In 2004, dedicated lanes opened at 
the Blue Water Bridge in Sarnia, Ontario and Port Huron, Michigan, and at the 
Ambassador Bridge between Windsor, Ontario and Detroit, Michigan. Broad-based 
consultations were initiated in January 2005 with the trade community on possible 
modifications to the current FAST program to make it more widely available to low-risk 
importers. 
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The Customs Self Assessment (CSA) program is a streamlined accounting and payment 
process for all goods imported by approved importers. The CSA program provides pre- 
approved importers, carriers and Commercial Driver Registration Program-registered 
drivers with the benefit of expedient CBSA clearance of CSA-eligible goods. 


CSA committed to accounting for 50% of the value of all commercial imports by March 
31, 2005. Progress as of March 31, 2005 was approximately 22% of goods (based on 
value) accounted for under CSA trade data and accounting process. 


Further information related to this commitment can be found under the Innovation and 
Technology (Science and Technology-Based Innovation) program activity. 


Conduct Special Import Measures Act (SIMA) investigations 


Under the Anti-dumping and Countervailing 
Program, investigations and reviews are carried out helped to,ensure the protection of 
when claims are filed alleging that foreign about 36,000 jobs and almost 
manufacturers are selling goods to Canada at unfairly | $13 billion in Canadian production 
low prices, thereby possibly harming Canadian in 2004-2005. 

producers of those goods. Over the past year, 

investigations were initiated on imports of laminate flooring, steel fasteners, and outdoor 
barbeques. During the same time period,'‘six investigations were concluded in accordance 
with the Special Import Measures Act. SIMA investigations ensured compliance with 30 
findings of injury concerning imports of 22 imported products from 31 different 
countries. 


The CBSA’s work in this area 


Implement bilateral border wait time data 


Over the last fiscal year, the CBSA worked with U.S. counterparts on joint projects to 
implement a bilateral approach to measuring and reporting wait times for commercial and 
non-commercial traffic at land borders, and to establishing performance standards for 
operating under normal security-alert conditions. Border-wait time data are used by a 
number of departments to assess the impact of trade restrictions, new initiatives, U.S. 
alerts, and infrastructure and resource issues on border-traffic flows. 


Develop methods for determining client 


satisfaction In 2004-2005, the CBSA 


handled over 12 million commercial 
transactions 

processed over 26 million courier shipments 
served about 200,000 commercial importers 


In 2004-2005, we initiated the 
development of a national Client 


Satisfaction Measurement program to and exporters 
provide a mechanism to receive feedback faced almost 8,000 disputes of trade 
from our clients and stakeholders to administration decisions or enforcement 


actions 


ensure that we are doing what we can to 
meet their needs. We were unable to meet 
the commitment of a more enriched 
research program that would allow for 


resolved 91% of trade disputes and 98% of 
adjudications without resorting to courts 
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client satisfaction surveys, and other tools due to funding issues. However, as part of the 
Partnership for Fairness launched in the summer of 2005, the CBSA will be consulting 
with clients and stakeholders to ensure that they are treated fairly and receive the best 
possible service in all of their dealings with the CBSA. 


Implement measures for Compliance Improvement Plan (CIP) 


The Compliance Improvement Plan (CIP), which set out yearly national priorities and 
determined how resources would be earmarked for border verification, client services and 
post-release verification, was put on hold in 2004-2005 to allow for an overall plan for 
the Agency to be established. As a result, we carried over our 2004-2005 priorities to the 
2005-2006 reporting period. 


In 2004-2005, we completed the business requirements for an interim solution for the 
Compliance Management System. The ultimate goal is to implement an automated post- 
release verification system that would allows the collection and analysis of all types of 
compliance verifications results conducted under the Post Release Verification Plan. The 
business requirements will be analyzed and a development plan will be carried out over 
2005-2006. 
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Program Activity: 
Innovation and Technology (Science and Technology-Based Innovation) 


The Innovation and Technology (Science and Technology-Based Innovation) program 
activity supports efficient and effective border management and plays an important role 
in protecting Canadians from existing risk and emerging threats, through the design, 
development, implementation, delivery, and maintenance of cost-effective technology 
and science solutions in partnership with the other program activities. 


Financial Resources ($ millions): 


Planned Spending Actual Spending 


$85.8 $101.1 $100.3 


Human Resources 


Authorities 


831 


Meeting our 2004-2005 Priorities and Commitments 


During fiscal year 2004-2005, the primary challenge under this program activity was to 
ensure uninterrupted business operations for border management, while developing and 
implementing new innovations. 


Enhancing the infrastructure for Advance Passenger Information and Passenger 
Name Record (API/PNR) 


API/PNR is based on the automated risk assessment of pre-arrival data transmitted to the 
CBSA via Electronic Data Interchange, e-mail and the Internet to the PAXIS system. 
PAXIS is a sophisticated data-acquisition solution that processes and displays advance 
crew and passenger information for all international flights destined for Canada. PAXIS 
was developed to allow users to assess the level of risk by viewing various data prior to 
the traveller’s arrival in Canada. 


The success of PAXIS technology is predicated on innovative solutions for acquiring 
passenger data from all commercial air carriers flying into Canada and risk-scoring this 
data. The Canadian risk-scoring engine was implemented in November 2004 and the 
Canadian evaluation of the risk scores was completed in June 2005. The CBSA began 
responding to United States Customs and Border Protection (US-CBP) requests for 
information on risk scored travellers in August 2004. The planned September 2005 
release will provide the functionality to enable the US-CBP to respond to CBSA requests 
for information on risk-scored travellers. 
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Enhancing the functionality of the Integrated Primary Inspection Line (IPIL) 
system 


: ; : ' As of March 31, 2005, IPIL 
The Integrated Primary Inspection Line (IPIL) systemis an | ;, operational at 47 sites 


automated support tool used to process the movement of including all major airports, 
travellers into Canada. In support of IPIL, the CBSA as well as select bus, cruise 
completed document-reader conversions in October 2004 ship, ferry and rail locations. 
and implemented a document reader monitoring 
functionality in January 2005. As well, an IPIL business case was drafted for 
implementation in commercial highway lanes and upgrades to the document reader were 
completed in 2004-2005. 


Develop a targeting tool for Advance Commercial Information (ACI) and 
implement advance cargo reporting for air, highway and rail shipments 


The National Risk Assessment Centre (NRAC) was established to review the cargo 
reported using the TITAN™ automated risk-management and analysis system. The 
TITAN™ system has also been implemented in Canadian ports that collectively receive 
over 99% of all marine cargo into Canada. The system has been fully operational in the 
Marine Container Targeting Units (MCTU) in these ports since November 2004. 


TITAN™ was a pioneer within the CBSA and the CRA in providing remote access to a 
critical business application via secure wireless laptops. The introduction of the wireless 
solution necessitated new network and security protocols. The same wireless solution is 
already being used in a pilot project in the CRA Integrated Revenue Collection system, as 
well as the Business Integration Systems Support Infrastructure (BISSI) Case 
Examination area. 


Improving Free and Secure Trade (FAST) 


The FAST driver-registration component utilizes 
the CANPASS Processing Centre System (CPCS) | As of March 31, 2005, there were 
to enrol members into the program in a timely and_ | 55,339 commercial drivers participating 
efficient fashion. In October 2004, the CBSA and | 1 the Commercial Driver Registration 

: ; Program (CDRP) in support of the 
US-CBP implemented an automated data-sharing HE Nee 
link between FAST Driver-Registration systems. Secure Trade programs. 
The primary goal of this connection 1s to reduce 
processing timeframes by having the Canadian and U.S. security background checks run 
concurrently, and removing the need to key applications into two separate systems. 
Additional benefits include timely updates of personal information (e.g. name 
changes/corrections); membership card generation (including applicant photo); scanned 
documents; and status changes (e.g. cancellations). 


Implement an automated Administrative Monetary Penalty System (AMPS) for the 
correction and redress program 


In 2004-2005, the Agency continued its work on the Administrative Monetary Penalty 


System (AMPS) to promote voluntary compliance with customs legislation and to correct 
non-compliance, using a series of penalties that range in severity according to the type 
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and severity of the infraction. AMPS ensures a level playing field for Canadian 
businesses with rules that are effective, fair, and consistent. 


In February 2005, the Correction and Redress functions of AMPS were automated, 
allowing for corrections and redress requests to be processed in a more efficient manner. 
National hands-on training of these functions was completed in April 2005. 


Continue to implement the Service Availability Initiative (SAT) 


The Service Availability Improvements Project (SAI) has been a successful end-to-end 
overhaul of CBSA/CRA information technology (IT) services and processes, driven by 
goals developed in partnership with business clients, and accomplished by numerous 
matrixed cross-organizational teams. SAI has improved availability significantly for 
border services essential for the protection of Canadians, vital broker/importer services 
that allow and support the flow of hundreds of billions of dollars in goods annually 
between the U.S. and Canada as well as federal tax administration systems. 


In 2004-2005, a Shared-Services Agreement (one of the largest in the Government of 
Canada) was successfully negotiated with the CRA for the provision of IT services to the 
CBSA. The result of this effort has been a highly successful shared-service delivery 
partnership of mutual benefit to each Agency, the Government of Canada, and all 
Canadians. As part of the agreement, significant work was completed in the joint 
development of Service Level Agreements (SLAs) and Management Frameworks in 16 
different areas of IT services provided to CBSA by CRA. The Shared-Services 
Agreement allowed the CBSA to continue to implement the SAI to reduce scheduled and 
unscheduled outages of various systems throughout the Agency. 


In addition, in partnership with the CRA, the Agency established and implemented a 
robust technology services and infrastructure environment through the establishment of a 
Memorandum of Understanding (MOU) for IT infrastructure and support services. This 
shared-services MOU provides high availability and high reliability and support for our 
systems and applications in a 24/7 national operation. This partnership has enabled CRA 
and CBSA to leverage our capabilities, facilities, processes and technologies for shared 
IT infrastructure and services. 


As well, in 2004-2005, the CBSA worked in partnership with CIC to complete the 
permanent transfer of IT resources, assets and associated funding from CIC to the CBSA. 
CIC staff transferred to CBSA will continue to use the CIC IM/IT infrastructure and 
maintain connectivity to CIC business systems until the IT infrastructure transfer can be 
completed. IT staff and systems dedicated to supporting the Enforcement, Intelligence 
and Interdiction groups were also permanently transferred to CBSA. An MOU is being 
finalized which will outline the shared-services and partnership arrangement, including 
financial responsibilities and associated roles and responsibilities. 
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Explore options for creating information management systems 


In 2004-2005, progress was made towards providing an integrated statistical-gathering 
and measurement tool for the CBSA through its work on the Consolidated Management 
Reporting System (CMRS) initiative. CMRS provides an Agency-wide central reporting 
facility to support reporting requirements for major initiatives. CMRS is the technical 
framework for program reporting and provides a flexible structure to support existing and 
future reporting requirements for the Agency. CMRS will ultimately replace the current 
G11 statistical-reporting facility, and will provide the new technical framework for the 
delivery of management and operational reporting for CBSA programs. The CMRS/G11 
reporting initiative includes new and improved reporting for Travellers and Commercial 
business lines and includes: resource costs, examinations, referrals, results and entry- 
adjustments information, as well as specific program outputs and associated costs. 


The Intelligence Management System (IMS) is an online case management system that is 
an integral part of managing risk at the border. It provides a national repository for 
intelligence information and allows the CBSA to better position itself to combat cross- 
border crime, including terrorism, on a national, multi-regional, and international basis. 
CBSA officers use the Occurrence Reporting System (ORS) to produce occurrence reports 
related to suspected illegal border activity that are electronically transmitted to intelligence 
offices for risk-assessment purposes. Three hundred and fifty CBSA intelligence personnel 
and 2,800 border officers currently use the IMS nationally. In 2004-2005, IMS 
enhancements included providing system access via Secure Remote Access to field users 
working from locations without RCNet connectivity. This will ensure that timely access to 
CBSA intelligence is maintained. The second enhancement, the IMS Audit component, 
provides the level of security required to safeguard the intelligence information contained 
within the database. 


Improve ability to recognize and manage 

eae th 2 8 8 In June 2005, the Public Service Award for 
Jiclabty Excellence in Innovation was presented to the 

The CBSA plays a critical role in Canada’s CBSA’s Contraband Detection Technologies 


National Security Policy. In 2004-2005, an Team composes pena Onite 
; Enforcement Branch and the Laboratory and 
Emergency Operations Centre (EOC) was Scientific Services Directorate of the Innovation, 


established in the CBSA to, among other Science and Technology Branch. 
things, manage CBSA participation in 
dealing with a chemical, biological, radiological, nuclear, or explosive (CBRNE) emergency. 
CBSA Officers have been trained to recognize CBRNE threats and are able to respond 
appropriately. 


To add to our capacity to search and detect CBRNE threats in cargo through technology such 
as VACIS™, the CBSA’s world-renowned Laboratory and Scientific Services Directorate 
evaluated and piloted several pieces of equipment in 2004-2005 to counter CBRNE threats. 
An experimental radiation detector was mounted on gantry cranes at the Port of Halifax to 
determine its feasibility and will be modified to meet CBSA’s operational requirements. As 
well, a contract was awarded by the Agency in 2004-2005 for installation of other radiation- 
detection portals in 2005-2006. With respect to explosives detection, after a pilot project to 
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determine the feasibility of lonscan® explosives detectors, four units were installed in spring 
2005. Finally, a portable infrared spectrometer was evaluated at Montreal’s Marine Cargo 
facility and at Lester B. Pearson International Airport to determine if the unit could assist in 
the detection, validation, and interdiction of precursor chemicals (chemicals used to make 
illicit narcotics). Further analysis regarding the potential implementation of this instrument 
will continue in 2005-2006. 


32 CANADA BORDER SERVICES AGENCY 


Program Activity: Corporate Services 
(Corporate Management and Direction) 


The Corporate Services (Corporate Management and Direction) program activity 
supports the Agency’s ability to manage our operations strategically, fulfill our mandate, 
meet the expectations of Parliamentarians and Canadians, and achieve our Strategic 
Outcome. In this program activity, innovative strategies and frameworks are being put in 
place to support the CBSA. 


Meeting our 2004-2005 Priorities and Commitments 


Provide international and domestic support on border-related issues 


In 2004-2005, the CBSA continued to enhance consistency for international trade and 
travel through its participation in outreach and consultation activities to liaise with the 
importing community on trade-program developments. 


The CBSA contributed to the Government’s policy agenda through its work with 
international organizations such as the World Customs Organization (WCO), World 
Trade Organization (WTO), the Caribbean Community (CARICOM) and the Asia- 
Pacific Economic Cooperation (APEC), foreign governments and other federal 
government departments. The CBSA assists in the establishment and promotion of 
international rules, procedures and measures, which create certainty, predictability, 
transparency, and fairness in international trade, and assist in securing the global supply 
chain. 


The Agency’s success in promoting Canada’s interests allows Canada’s positions or 
recommendations to be recognized internationally and allows us to influence 
internationally accepted approaches. The CBSA’s diligence in the review of issues with 
international implications benefits Canadian importers and exporters, and enhances 
Canada’s reputation with our trading partners as an advocate of international cooperation 
and resolution. 


The CBSA has also been involved in delivering technical assistance and support for 
training on WTO Instruments. In 2004-2005, the Agency provided direct technical 
assistance to five countries. 


The CBSA plays an instrumental role in the G8 Lyon-Roma Group dealing with 
international crime and terrorism with respect to developing migration policy, counter- 
terrorism efforts and control of illegal migration. CBSA is represented on, and also holds 
the chair for, the Migration Experts Sub-Group, which cooperates in operational 
exercises as well as in the development of best practices and guidelines on issues 
pertaining to human smuggling and trafficking in persons, travel-document security, 
border security, facilitation and information sharing. In 2004-2005, efforts focussed on 
combating fraudulent document production and the completion of best-practices papers 
pertaining to authenticating travel documents and passports. Information-sharing 
initiatives remain high-priority agenda items, particularly in the context of lost and stolen 
passports and cooperation between G8 officers deployed abroad. 
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Build our organizational capacity to plan and manage infrastructure operations and 
sourcing 


The building of a solid corporate foundation continued in 2004-2005. In particular, the 
CBSA’s senior management was required to manage within the context of unfinished 
negotiations and agreements with legacy departments. The CBSA furthered transition 
with the establishment of a financial and administrative system, the successful transfer of 
assets, financial and human resource information to the Agency's system and the creation 
of business processes specific to the Agency. 


Implement a risk-management approach, audit and evaluation strategy, and 
performance-measurement framework 


Governance and accountability structures were put in place and two core committees 
were established — the Executive Management Committee (EMC) and the Internal Audit 
and Evaluation Committee (IAEC). EMC sets strategic direction for the CBSA and 
reviews and approves major policies, investments, and initiatives. IAEC plays an 
important governance role as well as a quality-management role for the internal audit and 
evaluation functions. To enhance its independence and objectivity, the [AEC includes 
members from outside the CBSA. A risk-based multiyear Audit Plan was developed and 
approved by IAEC. This committee also set the foundation work for a multiyear 
evaluation plan. [AEC 1s chaired by the President and meets on a quarterly basis. Other 
senior-level committees were created, including the Border Infrastructure Committee 
(BIC); the Emergency Preparedness and Security Committee (EPSC); Budget and 
Resource Review Committee (BRRC); and the Extended Agency Management 
Committee (XAMC). 


Develop a Corporate identity, human resource system, and corporate linkages 


Completing the transition was a major priority for the CBSA. In 2004-2005, the Agency 
finalized and communicated its mandate, mission, values, and outcomes; developed and 
communicated the CBSA corporate identity; made progress towards the development of 
the HR system, with work continuing in 2005-2006; built our organizational capacity to 
plan and manage infrastructure operations and sourcing; and built corporate linkages with 
PSEP Portfolio departments, central agencies, the Office of the Commissioner of Official 
Languages (OCOL), and the Office of the Auditor General (OAG). 


Develop a reporting structure and integrated planning, budgeting, and reporting 
framework 


The CBSA identified and developed different frameworks including a Strategic 
Framework, the Program Activity Architecture (PAA), and a reporting structure and 
interim integrated planning, budgeting and reporting framework. This latter framework 
will be further redefined and finalized for implementation in 2006-2007. 


In 2004-2005, the Agency made significant progress against the Management 
Accountability Framework (MAF), and the Treasury Board Secretariat’s assessment of 
the CBSA’s MAF was favourable overall. The assessment noted that considerable 
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progress has been made in a number of areas, and significant achievements were realized 
against many of the MAF indicators while highlighting some areas for further work in 
2005-2006. : 


Address resource needs and develop an integrated control framework and a 
resource-allocation framework 


In 2004-2005, the Agency initiated the development of an integrated control framework 
(ICF) for implementation in 2006-2007. The ICF clearly defines the roles and 
responsibilities for each party involved with the overall goal of providing accurate, 
complete, useful and timely financial, system-and management-control information, 
which is used in the day-to-day decision-making process by all management levels of the 
department. 


The Agency also implemented a resource-allocation framework that provides the CBSA 
with the ability to forecast expenditures and streamline the budgeting and forecasting 
process. The CBSA has successfully addressed some outstanding resource needs for the 
2005-2006 fiscal year by securing incremental funding under Budget 2005. Once 
received, the additional funding announced will enable the CBSA to commence 
enhancement of the CBSA’s capacity to manage the access of people and goods to and 
from Canada, and to support the Government of Canada priorities in the areas of national 
security and a strong economy, although significant resource gaps remain a challenge. 


Implement costing template and cost-recovery policies 


During the performance period, the Agency initiated the development of a costing 
template for 2004-2005 for completion by the end of the 2005-2006 fiscal year. The 
development of a cost-recovery policy is still at an early stage and will require extensive 
internal and external consultation work. The CBSA is meeting the Treasury Board Policy 
on Service Standards for External Fees. 


Establish frameworks for procurement, real property and financial transactions 


The Agency established the appropriate security frameworks by developing and 
implementing policies, procedures and tools for Corporate Administration. A Strategic 
Review of the Corporate Security and Internal Affairs function against the Government 
Security Policy (GSP) was completed and an action plan initiated. 


The internal CBSA senior infrastructure-review committee reviewed and approved all 
major capital investment projects to ensure that they reflect the operational priorities of 
the Agency. A formal agreement was struck with Canada Revenue Agency respecting 
the management and administration of the CBSA custodial properties until such time as 
they are formally transferred to CBSA. In addition to the above "formal" arrangements, a 
number of consultative initiatives were launched that are designed to improve the 
delivery and management of the Infrastructure portfolio in the CBSA. 
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The CBSA has developed Memoranda of Understanding with CRA, CIC and CFIA to 
confirm processes and procedures that apply to financial transactions between the parties 
involved. 


Integrate the three legacy cultures and Human Resource regimes into one CBSA 
regime and culture 


In fall 2004, the transfer of the Ports of Entry (POE) functions was the last, essential 
instalment in the transition process — a huge building block in creating a truly integrated 
organization. By January 2005, the POE functions, as well as marine security, were 
completely transferred from CIC and CFIA to CBSA. Having immigration operations at 
the ports of entry under the CBSA umbrella allows the CBSA to manage the entry of all 
people and goods into the country and to become a full-service, border management 
agency. Former CIC and CFIA employees were integrated into program and corporate 
branches by April 1, 2005. 


While the shift towards one CBSA culture and HR regime is an ongoing process, the 
work has begun in earnest and significant gains have been made. We successfully 
supported our employees during the integration of our three legacy cultures and HR 
regimes into one. We accomplished this by continuous refinement and implementation 
of the organizational structure for the CBSA, to ensure that it captures the three legacy 
organizations and maximizes synergies at all levels of the organization (assessed training 
needs, and developed and implemented training programs that will support employees in 
exercising new responsibilities). 


An Agency Human Resources Committee (HRC) was created to approve HR policies and 
programs and to direct the management of the workforce across the Agency. All staffing 
and staff relations and compensation files from CIC and CFIA have been transferred. 

The CBSA and the Public Service Human Resources Management Agency of Canada 
(PSHRMAC) have commenced work on a classification-reform initiative to create a 
Frontiere/Border classification plan to distinctly value the Agency’s work and to facilitate 
the blending of classification and compensation regimes. A common Border Services 
Officer national work description is slated for implementation in the future. 


Implement collective agreements for all CBSA employees 


The Agency implemented new collective agreements for most CBSA employees, 
including the majority of employees covered transitionally by separate employer 
collective agreements and differing terms and conditions of employment. Work remains 
ongoing with the Management Groups that came from the Canada Customs and Revenue 
Agency. 


Support government-wide Human-Resource priorities 


The Public Service Modernization (PSM) project team at CBSA developed a 
comprehensive implementation strategy, which included the consultation, 
communication, learning and policy/program development requirements for successful 
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implementation of provisions of the Public Service Modernization Act. Information 
sessions concerning PSM continue to be provided to CBSA stakeholders. 


Support for government-wide Human-Resource priorities such as Employment Equity, 
Official Languages and values and ethics continues. Issues involving values, ethics, 
integrity and diversity have been integrated into CBSA learning products. 
Implementation of an interim performance management program for employees as well 
as a comprehensive strategy for employment equity and official languages has begun. 


Create an information management system 


In 2004-2005, a significant amount of work has been accomplished relative to migrating 
financial expenditure data from CRA, CFIA and CIC into the Corporate Administrative 
System (CAS), which is hosted by CRA. The functionality and suitability of the CAS is 
the most viable option for CBSA data. CAS is now available for use. 


A Shared Services Agreement, one of the largest in the Government of Canada, was 
negotiated successfully with the CRA to ensure systems and information is available to 
the public, our partners and stakeholders as well as other government departments and 
agencies. As a result, the CBSA continued to provide enabling support to its daily 
operations, and project and program implementation strategies. 


Advance Job Hazard Analysis (JHA) recommendations 


In consultation with the Policy Health and 
paee Susas aaa Dees Y over five years for the CBSA to implement the 
facilitate the implementation phase of two recommendations of the Job Hazard Analyses 
Job Hazard Analyses (JHA), one for and to ensure a continued safe work 

Customs Inspectors and Superintendents, environment for CBSA front-line staff. An 
and the other for Regional Intelligence additional $123 million was provided over the 
Officers/Investigators have been created. See a dai Uz uaa egel g ttc da 
A third analysis will be conducted for the 
Immigration Enforcement / Investigators. 
The JHA remains a priority for the Agency and we will continue the implementation in 
2005-2006. 


The 2005 Federal Budget invested $139 million 


at the border. 


Develop and implement a Border Services Officer recruitment program for CBSA 


An interim cross-function training program has been developed to respond to ongoing 
requirements and changing skill requirements, and is reflected in the implementation of 
the Port of Entry Recruit Training (POERT) Program in 2004-2005. A training 
development and delivery capacity has been built in order to further move the Agency 
forward in becoming an innovative organization with a cohesive, knowledge-based 
workforce. New guidelines for the recruitment of CBSA Border Services Officers have 
been developed, as well as CBSA student employee guidelines. Further work on the 
POERT program will continue in 2005-2006. 


SECTION II — ANALYSIS OF PERFORMANCE BY STRATEGIC OUTCOME ay 


ils Bak ee i bon i. 


‘ De, > ate niall ry 


aie " 


cH cata eian porte Sera? 
eas) as ie me ie sricenng ar 
wy Ww = 


Seen ae te | or 
te 
ih +S Shae a eAMARalaab t uid GAD 
PF -pae Tr sho jab AZ8D Dad us Qe mrt. 
i = 


it «et eae oe ait 


reow uli a | picnen ow 


wine "ae PNG 


wi rete At an oe a tte mili hints 1 fies. cab Pas 
raha branT eg sede 


; fateh ah erage —— ban dealt *ojlos of ew noisiivenctial y 
linc: 40 <2 Hiss dll densities BOC | a 
3 éd i ewe? fA > ; Sa om ae 6) r ¢ Yaw RDG apr ae StPHS55 mer aa 
en A Sete Pe a Coan ceioalay wenedn: cog aay ao wre | gre nd? OLepgast 
i ere EP ae Pw ah ptt, nit; aR MAT AL 4 mee gig aie Siieeert dol 
; he . SN te Me art eee ee 2 hos s9 elke uu “apy eas 
W Pe niion | AN uri] ce aie agi Yoni i Wack “ilo ill bare 
Pu Ant? ot ye, ee a is 7 5 ee bh 
cainacoapdiy VRRReS entaned ouecdonca lias ee: 
dill PRESS ae, cee tin, Natt. 
: bore) Cae cai! mengatiag yg ja amps F ie 1m aire stunt 
eno Tew ow bab porawé site? Yinony 2 anseny AMT sar) 
, ‘ for i CRSA esupliveds. 5 "0008 oe 
5 : <= i ; 
_ ; a 
i S wile te Sova, 12D ta aS ee ben quhay at 
Mow v4 Georg ag HSER Mat aided Wont PE eatp Guests. 7 
1.12 Pe ee aed Tinea Hib MEADOR TIS nc : ata ‘ a 
a cee 7. ae Sate ARIAY read sary AA ee 
te jiny of wate at tied coat aan al det Ome usKingoie ean 
jl gatelluedak paps 4 Atiw ay pened oe frontal ed 3 Sint 


ty 


jalt Ae ae ae 10 ait war eek 
+16 Mira ata iene re (abies 


SECTION HI —-SUPPLEMENTARY INFORMATION 


Organizational Information 


President 
Alain Jolicoeur 


Acting Vice-President 


° ee . C -P ° t 
Admissibility Executive Vice-Presiden 


Mike Jordan 


Vice-President 
Strategy and Coordination 
Mary Zamparo 


Vice-President 
Innovation, Science and Technology 
Greta Bossenmaier 


Vice-President 
Operations 
Barbara Hébert 


(vacant) 


Vice-President 
Enforcement 


Claudette Deschénes 


Vice-President 
Human Resources 
Paul Burkholder 


Vice-President 
Comptrollership 
Gerry Derouin 


Legal Counsel 
(Department of Justice) 
David Dunbar 


The CBSA is organized into seven branches, each headed by a Vice-President (VP) who reports 
directly to the President. 


Operations are delivered in eight regions: Atlantic, Quebec, Northern Ontario, Greater Toronto 
Area, Windsor/St. Clair, Niagara/Fort Erie, Prairies and Pacific. The Admissibility and 
Enforcement Branches develop the programs and policies that the Operations Branch delivers. 
The Innovation, Science and Technology Branch works with these branches to ensure that we are 
maximizing our capacity to support effective and efficient operations. Underpinning all our 
policy, program and operational work are the critical strategic and enabling functions that span 
the Strategy and Coordination, Human Resources, and Comptrollership Branches. The CBSA 
works closely with its Department of Justice Legal Services Unit to ensure that CBSA 
operations, service delivery, policy development, corporate direction and management are 
legally supportable. 


This structure was chosen to encourage strong internal synergies among all program areas and to 
support clear accountability for all functions. Everything we do is focused on maximizing and 
supporting the performance of our front line. 
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Table 1: Comparison of Planned to Actual Spending (incl. FTE) 


2004—2005 


($ millions) Main Planned Total Actual 
Estimates’ | Spending | Authorities 
Business Line 
Border Operations° au 
Program Activity’ 
Admissibility (Access n05:3 738.1 719.7 
Enforcement (Securit I S8h7/ 288.8 290.3 256.6 = 
Innovation and 
Technology (Science and 
Technology-based 
Innovation 14.8 85.8 | 101.1 100.3 
Less: 
Respendable Revenue 124 13.8 15.1 (15.5) 
Less: Non-Respendable 
revenue 36.8 22.0 22.0 38.8 Sez 
Plus: Cost of services 
received without charge 99.1 99.4 99.4 103.9 103.9 
Net cost of Department a 997.3 744.1 1,176.3 1519137 1,133.8 


FullTime Equivalents | = | 10,497 9367 | 10,512 | 10,800 10,758 


Explanation of differences: 


The $65.5 million difference between Total Authorities and Actual Spending for 2004-2005 is mainly due to: 
e delays in PSAT and Smart Border initiatives/projects ($56.9 million) comprised of: 


* procurement, operation and maintenance of Vehicle and Cargo Inspection System equipment $16.0 million 
* implementation of Advance Passenger Information/Passenger Name Record with European carriers $9.6 million 
acquisition of Free and Secure Trade (FAST) transponders $7.6 million 

= system development relative to the Free and Secure Trade ACI EDI Highway initiative $5.5 million 
* detention and deportation activities $4.1 million 
* procurement of X-ray for food and plant inspection activities $3.2 million 
* implementation of CANPASS -— Air at additional sites $2.2 million 
* implementation of NEXUS — Highway at additional sites $2.2 million 
= manufacture/acquisition of radios for the National Radio Program for Border Officers $1.9 million 
* implementation of NEXUS/FAST for Cruise Ships $1.8 million 
= system development related to Harmonized Commercial Targeting $1.5 million 
* other initiatives $1.3 million 
e delays related to Pearson International Airport redevelopment initiative $7.2 million 


' The Canada Border Services Agency was created December 12, 2003. Actual spending by the CCRA, CIC and the CFIA relative to the 
responsibilities transferred to the CBSA is not readily available for fiscal year 2002-2003. 

* The Tabled Main Estimates represented incomplete negotiations with respect to the portions of the CCRA transferred to the CBSA. It also 
excluded amounts to be transferred from CIC and CFIA. 

Th light of the timing of the Agency’s creation (December 12, 2003), the Canada Border Services Agency (CBSA) operated and reported its 
actual expenditures under a single Business Line, Border Operations, in fiscal year 2003-2004. 

* Pending development and approval of a formal Program Activity Architecture (PAA) for the Canada Border Services Agency, the Agency’s 
Main and Supplementary Estimates for 2004-2005 were tabled in Parliament under a single Business Line, Border Operations. The breakdown 
by Program Activity presented for 2004-2005 in this Table reflects a best estimate of the spending situation as it would have been had the PAA 
been in place for the full year. 
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Table 2: Use of Resources by Program Activities’ 


Program 
Activity — PA 


Admissibility 
(Access) 
Main Estimates 


Planned Spending 


Total Authorities 


2004-2005 


Operating | Capital 


Total: Gross 


Expenditures 


482.0 23.3 


Budgetary ($ millions) 


Less: 
Budgetary |Respendable 
Revenue 


505.3 (12.1) 


738.1 13.8) 


( 
750.3 (15.1) 


Total: Net 
Budgetary 


Expenditures | Total 
493.2 493.2 
724.3 724.3 
1352 Toon 
704.2 704.2 

1 
Torr 166:7 


Actual Spending 694.0 
Enforcement 

(Security) 

Main Estimates 1587 158:7. 
Planned Spending 288.8 288.8 
Total Authorities 290.3 290.3 
ee Spending 256.6 206.6 
Innovation and 

Technology (Science 

and Technology- 

Based Innovation) 

Main Estimates 14.8 14.8 
Planned Spending 85.8 85.8 
Total Authorities VO 14 ‘COR al 
Actual Spending 100.3 100.3 


' Pending development and approval of a formal Program Activity Architecture (PAA) for the Canada Border Services Agency, the 
Agency’s Main and Supplementary Estimates for 2004-2005 were tabled in Parliament under a single Business Line, Border 
Operations. The breakdown by Program Activity presented for 2004-2005 in this Table reflects a best estimate of the spending 
situation as it would have been had the PAA been in place for the full year. 
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Table 3: Voted and Statutory Items 


Vote or 2004—2005 ($ millions) 
Statutory Truncated Vote 
pet or Statutory Wording Main Planned Total 
Estimates’ | Spending | Authorities | Actual 

10 Operating expenditures 546.6 978.8 981.4 916.6 
Capital expenditures Pee ia 26.3 Z20rt 
Contributions to employee 96.8 ‘Rec 118.7 
benefit plans 

SS ST 

Spending of Proceeds from OFZ 0.1 


the disposal of surplus 
Crown assets, Court 
Awards, and Refunds of 
amounts credited to revenue 
in previous years 


Ee rota 666.7 1,098.9 1,126.6 | 1,061.1 


Explanation of Difference between Total Authorities and Actual for Vote 10 - Operating 
expenditures: 


The $64.8 million difference is principally due to the delays in PSAT and Smart Border initiatives/projects 
($56.9 million) listed in the Explanation of Differences under Table 1, delays related to Pearson International 
Airport redevelopment initiative ($7.2 million), and other minor lapses. 


' The Tabled Main Estimates represented incomplete negotiations with respect to the portions of the CCRA transferred to the CBSA. 
It also excluded amounts to be transferred from CIC and CFIA. 
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Table 4: Net Cost of Department 


($ millions) 2004-2005 


Accommodation provided by Public Works and Government Services Canada 
(PWGSC) 


Contributions covering employers’ share of employees’ insurance premiums and 
expenditures paid by TBS (excluding revolving funds) 


Salary and associated expenditures of legal services provided by Justice 
Canada 


Less: Respendable Revenue 


Less: Non-respendable Revenue 


2004-2005 Net cost of Department 
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Table 5: Contingent Liabilities 


Contingent Liabilities March 31, 2004' 


($ millions) 


March 31, 2005 ES 


Pending or Threatened Litigation 114-0 
Amounts under Objection 
Trade Disputes 44.0 164.0 
Administrative Monetary Penalties 4.0 100.0 

Appeals to the Courts 
Administrative Monetary Penalties 
Federal Court 30.0 
Trade Disputes 
CITT 4.0 D0) 
Federal Court 5.0 1.0 
57.0 411.0 | 


' The Canada Border Services Agency (CBSA) was created December 12, 2003. At the time the Agency’s 2003-2004 Departmental 
Performance Report was prepared, the reviews of Contingent Liabilities to determine applicability to CBSA or the former 
departments (CCRA, CIC and CFIA) had not been completed. Consequently, the amounts for the year ending March 31, 2004 
reported in the Agency’s 2003-2004 Departmental Performance Report reflected only the contingent liabilities that had been 
identified up to that point as being clearly contingent liabilities of the CBSA. The former departments reported all remaining 
contingent liabilities in their respective 2003-2004 Performance Reports. Some of these have subsequently been determined to be 


contingent liabilities of the CBSA. 
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Table 6: Sources of Respendable and Non-Respendable Revenue 


Respendable Revenue by Program Activity 


a Sash i oii a | 2005 
Actual Main Planned Total 
2003-04 | Estimates | Revenue | Authorities Actual 


($ millions) 


Admissibility (Access) 


Sale of Goods and Services” 
Rights and Privileges 


Services of a Regulatory 
Nature® 


Services of a Non- 


Regulatory Nature 

Sub-total 14.1 15.5 15.5 
Less: Amounts recovered 
on behalf of OGDs (0.5) (0.6) 


Total Admissibility 
(Access) 


Innovation and 
Technology (Science and 
Technology-Based 
Innovation) 


13.6 14.9 j eis! 


Sale of Goods and Services 


IonScan Royalties 


Total Innovation and 
Technology (Science 
and Technology-Based 
Innovation) 


Total Respendable 
Revenue’ 


' The Canada Border Services Agency was created December 12, 2003. Actual spending by the CCRA, CIC and the CFIA relative to 
the responsibilities transferred to the CBSA is not readily available for fiscal year 2002-2003. 

* As a result of its transfer from CCRA to CBSA by the December 12, 2003 government reorganization, Customs Operations ceased to 
have access to the authority to respend revenues provided to it under the CCRA Act. Consequently, the $8.1 million reported for 
Actual 2003-04 includes only respendable revenues from the Sale of Goods and Services up to December 12, 2003. A further $5.0 
million in previously respendable revenues was collected after that date and credited to the Consolidated Revenue Fund as non- 
respendable revenues. 

In addition to the amounts for CBSA shown here, the CFIA collects approximately $1.7 million annually in fees relative to the 
border inspections operations transferred from CFIA to CBSA. CFIA will continue to collect and report these revenues until the 
appropriate regulatory authorities are established for the CBSA. 

* Totals may not add due to rounding. 
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Non-Respendable Revenue by Program Activity 
3 2004-2005 
($ millions) 2003-04 | Estimates | Revenue | Authorities | Actual 
Admissibility (Access are | 
Sale of Goods and Services Eee ee 
1.1 
0.8 
| = 
Public Building and Property Rent 0.4 
Total Admissibility (Access 5.07 a 0.4 
Enforcement (Security) ————- 
Sale of Goods and Services Pw he= | 
Services of a Regulatory Nature eal — +4 — 
Femara Sad 11.7 


Rights and Privileges 


Services of a Regulatory Nature 


Services of a Non-Regulatory Nature 


© 
BS 


| 


as 
Oo 
\o 
yy 


= 
ora 


Services of a Non-Regulatory Nature 


Other Fees and Charges 


Port Seizures 


Investigation Seizures 


Interest and Penalties - Customs 


Import Duties, Excise Duties and Air 
Travellers Security Charge - 


Court Fines 
Adjustments to Previous Year’s 
Expenditures : 
Miscellaneous 


Total Enforcement (Securit 


Innovation and Technology 
(Science and Technology- 
Based Innovation 


Sale of Goods and Services - 
Rights and Privileges 


IonScan Royalties 


Total Innovation and Technology 
(Science and Technology-Based 
Innovation 


Total Non-Respendable 
Revenue 36.8 


' The Canada Border Services Agency was created December 12, 2003. Information on Actual Non-Respendable Revenues collected 
by the CCRA, CIC and the CFIA relative to the responsibilities transferred to the CBSA is not readily available for fiscal year 2002- 
2003. 

> As a result of its transfer from CCRA to CBSA by the December 12, 2003 government reorganization, Customs Operations ceased to 
have access to the authority to respend revenues provided to it under the CCRA Act. The $5.0 million total for the Admissibility 
(Access) Program Activity in 2003-2004 is comprised of previously respendable revenues collected after December 12, 2003 that 
were credited to the Consolidated Revenue Fund as non-respendable revenues. 
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Table 7: Resource Requirements by Branch’ 


2004-2005 
($ millions) 


Innovation and | 
Organization Admissibility | Enforcement Technology Total 


Admissibility Branch 

| Main Estimates 50.0 
Planned Spending 50.0 
Total Authorities Dibel 
Actual Spending 49.4 


Enforcement Branch 


Main Estimates 
Planned Spending 
Total Authorities 


Actual Spending 


Innovation, Science and 


Technology Branch 

Main Estimates 52.8 
Planned Spending 60.8 
Total Authorities Seno 
Actual Spending 33.8 


Operations Branch - Headquarters 


Main Estimates 


Planned Spending =) 
Total Authorities | SP 
Actual Spending | a9. 
Operations Branch - Regions 

Main Estimates uf 390.4 
Planned Spending 494.0 
Total Authorities SZ 
Actual Spending PATE 


Other Headquarters Organizations 


Main Estimates 


Planned Spending 113.8 ; : : 
Total Authorities 117.4 14.3 Sal 137.4 
Actual Spending 89.9 3.0 4.9 97.8 


' Pending development and approval of a formal Program Activity Architecture (PAA) for the Canada Border Services Agency, the 
Agency’s Main and Supplementary Estimates for 2004-2005 were tabled in Parliament under a single Business Line, Border 
Operations. The breakdown by Program Activity presented for 2004-2005 in this Table reflects a best estimate of the spending 
situation as it would have been had the PAA been in place for the full year. 
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Table 8-B: 2004-05 User Fee Reporting — Policy on Service Standards for 


External Fees 


A. External Fee 


Brokers License and 
Examination Fees 


Customs Sufferance Warehouse 
License Fees 


Bonded Warehouse License 
Fees 


Duty Free Shop Fees 


Privileges, Licenses and Permits 
Miscellaneous 


NEXUS 
FAST Program 


Storage Charges Queen's & 
Frontier Warehouses 


Fees for Information and 
Documentation 


After Hours Examination 


Alternative Means of 
Examination 


Removal Fee from Individuals 
Customs Special Services Fees 
CANPASS Programs: 

- Boat 


- Private and Corporate 
Aircraft 


Service Standard 


Stakeholder 


Performance Result Consultation 


CBSA is developing service 
standards for its user fees in 
accordance with the TBS 
Policy on Service Standards 
for External Fees. As 
required by that policy, 
service standards will be 
published in the 2005/06 


DPR. 


To be published in 2006/07 
DPR as per TBS Policy on 
Service Standards for 
External Fees. 


Consultation program and 
schedule not yet developed. 
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Table 9: Details on Project Spending by Program Activity 


Current 2004-2005 
Estimated 
Total 2002-03 | 2003-04 Main Planned Total Actual 
($ millions) Cost Actual Actual | Estimates | Spending | Authorities 


Admissibility (Access) and 
Enforcement (Security)' 


Major Capital Construction 
Projects: 


New Facilities: 


Aldergrove, B.C.’ 


Andover, N.B.” 5.8 
Armstrong, Que.* 9.1 
Cascade, Bice Dei 


Clarenceville, Que.* 1.3 0.1 
Coutts, Alberta‘ 29.0 13:2 


Miscellaneous Projects and 
Studies 3:5 0.2 


Existing Facilities: 


Miscellaneous Asset 
Integrity and Health and Approx. 4.7 
Safety Projects annually 


Total Major Capital 
Projects 179.1° 23.9 23.3 


' Border operation construction projects support both the Admissibility (Access) and Enforcement (Security) Program Activities. 

* Project Implementation Phase. 

* Project Close-out Phase. 

* Project Completed. 

* Excludes the cumulative estimated cost of approximately $4.7 million being spent annually on projects directed at maintaining the integrity of 
CBSA’s assets and/or on resolving health and safety issues. 

° Totals may not add due to rounding. 
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Table 10: Response to Parliamentary Committees, Audits and 
Evaluations for FY2004—2005 


Response to Parliamentary Committees 


None requested in 2004-2005 


Response to the Auditor General 


March 2004 Report, Chapter 3: National Security in Canada—The 2001 Anti- 
Terrorism Initiative. 


http://www.oag-bvg.gc.ca/domino/reports.nsf/html/20041102ce.html 


Two recommendations (3.133 & 3.134) were made to improve the quality of watch lists, 
lookouts, and other information sharing between the RCMP, the Canadian Security 
Intelligence Service, the Canada Border Services Agency, and the Passport Office. 


Processes were implemented to ensure quality of CBSA lookouts and watch lists and, as 
agreed, the exchange of lost and stolen passport information was implemented in the 
summer of 2004. 


November 2004 Report, Chapter 2: Implementation of the National Initiative to 
Combat Money Laundering. 


http://www.oag-bvg.gc.ca/domino/reports.nsf/html/20040303ce.html 
Observations at paragraph 2.61 revealed delays in CBSA processing Cross Border’ 
Currency Reports and information technology connectivity problems between the CBSA 


and FINTRAC. While no recommendation was made, the CBSA and FINTRAC have 
since resolved these issues. 


February 2005 Report, Chapter 1: Information Technology Security 


http://www.oag-bvg.gc.ca/domino/reports.nsf/html/20050201ce.html 


This government-wide audit identified several IT security deficiencies. In response, 
the Treasury Board Secretariat (TBS) requested action plans from all affected 
departments and agencies. The CBSA is currently reviewing the applicable 
recommendations and developing an action plan for submission to the TBS by the 
end of August 2005. 
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External Audits or Evaluations 


None 


Internal Audits or Evaluations 


— 


Five internal audits were completed in 2004-2005: 


e Information Exchange Memoranda of Understanding with HRSDC 

e Information Exchange Memoranda of Understanding with the RCMP 
e Internal Audit of Investigations Directorate — Customs Investigations 
e Multi-Regional Internal Audit of Firearms Importations 


e Regional Audit of the Ottawa District Management Framework 


| Two evaluations were completed in 2004-2005: 


e Customs Action Plan (CAP) Interim Evaluation Framework Study 


e Mandatory Harmonized System (HS) Code Evaluation Study 


- Completed reports can be found at 
| http://www.tbs-sct.gc.ca/rma/database/newdeptview_e.asp?id=115 
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Table 11: Travel Policies 


Comparison to the TBS Special Travel Authorities 


Travel Policy of the Canada Border Services Agency: 
The Canada Border Services Agency follows the TBS Special Travel Authorities 


Comparison to the TBS Travel Directive, Rates and Allowances 


$$ _§__ ] 


| Travel Policy of the Canada Border Services Agency: 


The Canada Border Services Agency (CBSA) uses the TBS Travel Directive, Rates and 
Allowances for employees that were transferred by Orders-in-Council to CBSA from Citizenship 
and Immigration Canada and the Canadian Food Inspection Agency. CBSA also uses the TBS 
Travel Directive, Rates and Allowances for those employees transferred by Orders-in-Council to 
the CBSA from the former Canada Customs and Revenue Agency (CCRA) that are subject to 
signed collective agreements with the TBS. 


The CBSA currently uses the CCRA Travel Policy, Rates and Allowances for those employees 
transferred by Orders-In-Council to the CBSA from the former CCRA who are not yet subject to 
signed collective agreements with the TBS. 


Authority: The CCRA Act. 


eet 


Coverage: The employees covered by the CCRA Travel Policy, Rates and Allowances include 
those that are members of the Professional Institute of Public Service (PIPS), as well as 
| employees in the MG and the SM categories. 


Principal difference(s) in policy provisions: Dependant care, incidental expense allowance, 
weekend travel home, weekend travel alternatives. 


Principal financial implications of the difference(s): Differential allowances on incidentals 
and weekend travel home. 


Table 12: Sustainable Development Strategies (SDS) 


As per the 2004-2005 DPR Guidelines, the Canada Border Services Agency is required to 
table its first sustainable development strategy in 2006. 


Table 13: Service Improvement Initiative (SID 


The Service Standards listed in the 2004-2005 Report on Plans and Priorities were the 
Customs business line’s Service Standards from the Canada Customs and Revenue 
Agency (CCRA), the Citizenship and Immigration Canada (CIC) Service Standards, and 
the Canadian Food Inspection Agency (CFIA) Service Standards. The Canada Border 
Services Agency (CBSA) did not develop integrated Service Standards for the Agency. 


CBSA was created December 12, 2003, and will not be providing a progress report on 
client-satisfaction survey results, the development of and performance against service 
standards, as well as the extension of service improvement activity to additional service 
offerings covering the five-year period for the Service Improvement Initiative (SII). 
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APPENDICES 


Appendix A: 2005-2006 CBSA Strategic Framework 


The Agency is responsible for providing integrated border services that 
support national security and public safety priorities and facilitate the free 
flow of persons and goods, including animals and plants that meet all 
requirements under the program legislation. 


CBSA Mandate: 


CBSA Mission: To ensure the security and prosperity of Canada by managing the access of 
people and goods to and from Canada. 


We will be successful if we achieve our: 
Departmental Priorities 2005 - 2006 


Integrated border management 
A solid corporate foundation 
Program integrity 
A modern management regime 
A knowledge based approach 


We will gauge our success through the achievement of our: 


Strategic Outcome 


Efficient and effective border management that contributes to the security and 
prosperity of Canada. 


We will manage our business through our: 


Integrated Border Services 


Access 
Security 


Science and Technology-Based Innovation 


Corporate Management and Direction 


We will be guided by our: 
a Core Values 


ae Integrity, Respect, and Professionalism 
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Appendix B: Acronyms 


ACI 
API 


Description 


Advance Commercial Information 


Administrative Monetary Penalty System 


Asia-Pacific Economic Cooperation 


Advanced Passenger Information 


BIS 
BSO 


CANPASS 


Border Information Service 


Border Services Officer 


Pre-approved entry system for pre-approved, low-risk travellers 


CAP 


Customs Action Plan 


CARICOM 


Caribbean Community and Common Market 


CAS 


Corporate Administrative System 


Chemical, Biological, Radiological, Nuclear, and Explosive 


Canada Border Services Agency 


Canada Customs and Revenue Agency 


Commercial Drivers Registration Program 


Canadian Food Inspection Agency 


Citizenship and Immigration Canada 


Canadian International Development Agency 


Compliance Improvement Plan 


Consolidated Management Reporting System 


CANPASS Processing Centre System 


LLEEELL LE 


Canada Revenue Agency 


Customs Self Assessment 


Container Security Initiative 


Canadian Security Intelligence Service 


Compliance Verification Officer 


Departmental Performance Report 


Electronic Data Interchange 


Executive Management Committee 


Emergency Operations Centre 


Foreign Affairs Canada 
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Perens: Description 


FAST Free and Secure Trade 
FINTRAC Financial Transactions and Reports Analysis Centre of Canada 
FTAA Free Trade Area of the Americas 


G11 Customs Performance Data Collecting Software 


GCMS Global Case Management System 


GSP Government Security Policy 

HR Human Resources 

HRSDC Human Resources and Skills Development Canada 

HS Harmonized System ent 

IBET Integrated Border Enforcement Team 

| ICES Integrated Customs Enforcement System =f 

IGC Inter-Governmental Consultations on Asylum, Refugee and Migration Policies in Europe, 
North America and Australia 

IPIL Integrated Primary Inspection Line 

IRPA Immigration and Refugee Protection Act 

ITAC Integrated Risk Assessment Centre 

ITC International Trade Canada 

JHA Job Hazard Analysis 

JPAU Joint Passenger Analysis Units 

MIO Migration Integrity Officer 

MOU Memorandum of Understanding 

NCMS National Case Management System 

NEXUS Joint Canada/US Customs and Immigration Program — pre-approval entry system for 
frequent travellers 

NGO Non-Governmental Organization 

NRAC National Risk Assessment Centre 

OCOL Office of the Commissioner of Official Languages 

OGD Other Government Departments 

PAA Program Activity Architecture 

PALS Primary Automated Lookout System 

PARS Pre-arrival Review System 

PAU Passenger Analysis Units 

POE Port(s) of Entry 

POERT Port of Entry Recruit Training 
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: Description 
Public Security and Anti-Terrorism 

Royal Canadian Mounted Police 
RPP Report on Plans and Priorities 
Sub-Committee on Customs Procedures 
Special Import Measures Act 

Security and Prosperity Partnership 


TITAN™ An automated risk assessment tool used to screen marine commercial shipments 
US-CBP United States Customs and Border Protection 


VACIS™ Vehicle and Cargo Inspection System 
World Customs Organization 
World Trade Organization 
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aa 


Pouvoir 2004-2005 Années de planification 
. : ' Date de la 
See eae derni¢re | Recettes | Recettes | Coit Recettes | Coat total 
d’utilisation sement a 5 € Résultats liés au F ‘ sacs: 
dex frais modification}; prévues | réelles | total Norme de rendement ee nee Exercice | prévues | estimatif 
(000 $) | (000$) |(000 $) (000 $) | (000 $) 
c.1 Frais de douane Loi sur les 1986 581 355 2005-2006} 400 400 
pour services produits et |douanes 2006-2007} 400 400 
spéciaux 2007-2008} 400 400 
c.2 Programmes Loi sur les | 2005-2006 400 400 
CANPASS produits et |douanes 2006-2007 400 400 
2007-2008} 400 400 
c.3 Autres services |Autres Loi sur ies 2005-2006} 400 400 
de nature non produits et |douanes 2006-2007} 400 400 
réglementaire services 2007-2008 400 | 400 
Total Services de a ~ |2005-2006| 1200 | 1200 
nature non 2006-2007| 1200 1 200 
réglementaire | 2007-2008| 1200 1 200 


a —j——_| 
12005-2006 5 219 219 

2006-2007| 5219 P19 
2007-2008| 5219 5 219 


2005-2006| 1200 | 1200 
2006-2007 1200 | 1200 


2007-2008| 1 200 1 200 
2005-2006| 6419 6 419 


2006-2007| 6419 6 419 
2007-2008| 6419 6 419 


Sous-total des frais 
de type 
réglementaire 


Sous-total des frais 
de type autres 
produits et services 


Total des frais 
d’ utilisation 


9 AGENCE DES SERVICES FRONTALIERS DU CANADA 


Ss 


Pouvoir 2004-2005 Anneées de planification 
A. Frais Type de | d’établis- vat be e a ee * 
WP utilisation fenig ee derniere Recettes Recettes Coit Pecnleateligenta Recettes Coat total 
AWARE modification| prévues | réelles | total Norme de rendement Sa ae, Exercice | prévues | estimatif 
(000 $) | (000$) |(000 $) (000 $) | (000 $) 
Examen apres les |Réglemen-|Loi sur 28 2 2005-2006 0 0 
heures taire |/’immigrat| juin 2002 2006-2007 0 0 
ion et la 2007-2008 0 0 
protection 
des 
réfugiés 
Modes de contréle |Réglemen-|Loi sur 28 369 365 2005-2006} 400 400 
subsidiaires taire |/’immigrat| juin 2002 2006-2007} 400 400 
ion et la 2007-2008} 400 400 
protection 
des 
réfugiés 
Frais de renvoi des_ |Réglemen-|Loi sur 28 334 338 2005-2006 187 187 
particuliers taire |/’immigrat| juin 2002 2006-2007 187 187 
ion et la 2007-2008 187 187 
protection 
des 
réfugieés alt ae i il 
Total Services de 3 438 3526 | 3526 2005-2006| 3 622 3 622 
nature 2006-2007| 3622 3 622 
réglementaire 2007-2008 | 3 622 3 622 
c. Services de nature L’ASFC a commencé a 
non réglementaire élaborer des normes de 
service pour ses frais 
utilisation conformément a 
la politique du SCT sur les 
normes de service pour les Doivent étre publiés dans le 
frais d’utilisation. Comme RMR de 2006-2007 
lexige cette politique, les conformément a la 
normes de service seront politique du SCT sur les 
publiées dans le RMR de normes de service pour les 
2005-2006. frais d’utilisation. 


SECTION II — RENSEIGNEMENTS SUPPLEMENTAIRES 


a 


Pouvoir Date dela 2004-2005 Années de planification 
soled ta Ee one derniére | Recettes | Recettes | Coit Recettes | Coat total| 
d’utilisation frais sement cae te ; i Résultats liés au : F ’ : 
dee teais modification) prévues | réelles | total Norme de rendement Sees, Exercice | prévues | estimatif 
(000 $) | (000$) |(000 $) 3 (000 $) | (0005) | 
b. Services de IL’ ASFC a commencé a ‘i & 
nature réglementaire élaborer des normes de 
service pour ses frais 
d’ utilisation conformément a 
la politique du SCT sur les 
normes de service pour les Doivent étre publiés dans le 
frais d’utilisation. Comme RMR de 2006-2007 
l’exige cette politique, les conformément a la 
normes de service seront politique du SCT sur les 
publiées dans le RMR de normes de service pour les 
2005-2006. frais d’utilisation. (ie = 
b.1 Programmes nae - 
relatifs a la frontiere 
entre le Canada et 
les E.-U. 
NEXUS Réglemen-|Loi sur les ~ }2005-2006. 900 | 900 
taire |douanes 2006-2007| 900 900 
2007-2008) 900 900 
EXPRES Réglemen-|Loi sur les 2005-2006| 1 700 1 700 
taire |douanes 2006-2007} 1 700 1 700 
24 2007-2008| 1 700 1 700 
b.2 Autres services aT 
de nature 
réglementaire (a ule 
Frais d’entreposage |Réglemen-|Loi sur les 2005-2006| 400 400 
dans les dépéts de taire |douanes 2006-2007| 400 400 
douane et les 2007-2008] 400 400 
entrepots a la 
frontiere 1e 
Frais pour Réglemen-|Loi sur les ie! 2005-2006 35 a5 
l’obtention de taire |douanes 2006-2007 35 SB 
renseignements et de 2007-2008 35 BS 
documents 
St) AGENCE DES SERVICES FRONTALIERS DU CANADA 


Tableau 8-A : Rapport sur les frais d’utilisation de 2004-2005 — Loi sur les frais d’utilisation 


| Pouvoir 2004-2005 Années de planification 
; : : Date de la 
ees Ts So esl oe derniére | Recettes | Recettes | Coit “ff Recettes | Coat total 
d’utilisation frais sement spar : : Résultats liés au : ; Sih 
ec frais modification} prévues | réelles | total Norme de rendement Pacer Exercice | prévues | estimatif 
(000 $) | (000$) |(000 $) (000 $) iD (000 $) 
Ventes de = L’ASFC a commencé a Doivent étre publiés dans le ay 
marchandises et élaborer des normes de RMR de 2006-2007 
services service pour ses frais conformément a la 
a. Droits et d’utilisation conformément a |politique du SCT sur les 
privileges la politique du SCT sur les _ |normes de service pour les 
normes de service pour les __|frais d’utilisation. 
frais d’utilisation. Comme 
l’exige cette politique, les 
normes de service seront 
publiées dans le RMR de 
2005-2006. =| | 
a.1 Agrément des Réglemen-|Loi sur les (992 ao], 367 367 eae 397 397 
courtiers et frais taire . |douanes 2006-2007 397 397 
|d’examen | \z |2007-2008 397 397 
a.2 Frais des re 
entrepdts des 
douanes | 
Frais d’agrément des|Réglemen-|Loi sur les 1996 600 569 569 2005-2006 600 600 
entrepots d’attente taire |douanes 2006-2007 600 600 
des douanes 2007-2008 600 600 
Frais d’agrément des|Réglemen-| Zarif des 1996 600 490 490 ai ~}3005-2006 600 43 600 
entrepots de taire |douanes 2006-2007 600 600 
stockage {5007-2008 600 600 aH 
a.3 Frais des Réglemen-|Loi sur les i l é 2005-2006 0 0 
boutiques hors taxes taire |douanes 2006-2007 0 0 
| 2007-2008 0 | 90 = 
a.4 Privileges, Réglemen- 52 32 2005-2006 0 0 
agréments et permis taire 2006-2007 0 0 
| 2007-2008] 0 0 
: ie 
Total des droits et 1597 1459 | 1459 2005-2006) 1597 1597 
privileges 2006-2007| 1597 1597 
ir | 2007-2008} 1597 1597 
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découlant de la libre 
circulation des 
personnes et des 
marchandises a des 
frontieres ouvertes et 
sécuritaires. 


e La sécurité nationale 
du Canada est 
maintenue grace a 
notre rapidité de 
réaction face aux 


Résultat stratégique Priorités de Objectifs de 2004-2005 Faits saillants et réalisations | 

2004-2005 

ae . aS . r r r ——S| 

(2004-2005) 4) Accroitre la | Intercepter efficacement les L’ASFC a réussi a obtenir un taux d’ interception élevé pour les voyageurs ne possédant | 

réceptivité et la personnes et les marchandises non pas les documents appropriés qui essaient d’entrer au Canada. Les 45 agents d’intégrite 

e Le Canada re¢oi tous souplesse admissibles avant qu’elles des mouvements migratoires (AIMM) a l’étranger ont continué d’intercepter les migrants | 

les avantages sociaux n’atteignent notre frontiére et réagir | irréguliers avant qu’ils n’arrivent au Canada, y compris ceux impliqués dans la migration | 
et économiques aux menaces qui ont atteint notre clandestine et le trafic de personnes. Les AIMM ont intercepté 5 648 personnes en 2004. 


frontiere. Des progrés ont été réalisés en ce qui a trait a la création de deux sites du Systeme 
d’inspection des véhicules et du fret (VACIS™”), ainsi que dans le domaine de la sécurité 
maritime et ferroviaire. Enfin, |’amélioration de solutions existantes et |’élaboration et la 
mise en ceuvre de nouvelles solutions innovatrices sont venues appuyer les opérations 
frontaliéres (p. ex. initiative Information préalable sur les expéditions commerciales, 
programmes CANPASS, NEXUS, Expéditions rapides et sécuritaires). 


ae 


5) Encourager 


Vinteropérabilité 


L’ASFC a travaillé avec Citoyenneté et Immigration Canada a faire valoir le Systeme 
mondial de gestion des cas. Elle a pris des mesures pour se rattacher a un outil de 
recherche intégrée a la frontiére avec la GRC. Une déclaration d’entente sur l’échange de 
renseignements avec les Etats-Unis a été appliquée en janvier 2005. D’autres ententes sur 


Elaborer et mettre en place des 
protocoles et des systemes 
interopérables pour |’échange de 
renseignements avec nos partenaires 


et de répression. 
e L’observation de la 
demeure solide 
Gestion efficiente et 
efficace de la frontiére 


et a la prospérité du 
Canada. 


dé SPPC. l’échange de renseignements sont envisagées avec d’ autres pays, dont le Royaume-Uni 
et les Pays-Bas. of 
menaces importantes et | 6) Contribuer au Démontrer que nous avons la base Les fonds additionnels de 433 millions de dollars sur cinq ans, prévus dans le budget 
immédiates et a nos programme du en place pour pleinement tirer parti fédéral de 2005, ont démontré l’engagement continu du gouvernement envers |’ ASFC a 
mesures d'interception | gouvernement du potentiel de la prestation intégrée | titre d’organisme intégré et innovateur de gestion des services frontaliers. Des progres 
des services a la fronti¢re a l’appui considérables ont été réalisés en vue de la mise en ceuvre de plusieurs initiatives 
de l’économie du Canada et de sa découlant de la Déclaration sur la frontiére intelligente. L’ ASFC a contribué aux résultats 
place dans le monde. du gouvernement du Canada en ce qui a trait a un marché sécuritaire et équitable, a des 
législation frontaliére communautés sires et a un partenariat solide et mutuellement avantageux en Amérique 
du Nord. 
(2005-2006) 
qui contribue a la sécurité 
2 dal 


Veuillez noter : 


Pour de plus amples détails sur le rendement en fonction du résultat stratégique de l’ASFC par activité de programmes, veuillez 
vous reporter a la Section II. 
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AGENCE DES SERVICES FRONTALIERS DU CANADA 


Tableau 2 — Résumé du rendement 


Priorités de 
2004-2005 


Résultat stratégique 


1) Assurer la 
continuité des 
opérations 


(2004-2005) 


e Le Canada recoit tous 
les avantages sociaux 
et économiques 
découlant de la libre 
circulation des 
personnes et des 
marchandises a des 
frontiéres ouvertes et 
sécuritaires. 


2) Achever la 
transition 


e La sécurité nationale 
du Canada est 
maintenue grace a 
notre rapidité de 
réaction face aux 
menaces importantes et 
immédiates et a nos 
mesures d'interception 
et de répression. 

3) Appuyer nos 

e L’observation de la employés 

législation frontaliére 

demeure solide 


(2005-2006) 
Gestion efficiente et 
efficace de la frontiére 
qui contribue a la sécurité 
et a la prospérité du 
Canada. 


SECTION I — APERCU 


par rapport au résultat stratégique, aux priorités et aux engagements ministériels 


Objectifs de 2004-2005 


Maintenir les niveaux de service et 
respecter le calendrier de mise en 
ceuvre des initiatives lancées par nos 
organisations d’origine. 


Respecter le calendrier d’ application 
de la législation, mettre en place les 
cadres organisationnels et les 
services généraux et confirmer la 
base de financement. 


Intégrer les employés dans un seul 
régime des ressources humaines 
comportant une seule culture 
organisationnelle, réaliser des 
progrés en vue de |’intégration du 
personnel des Douanes, de |’ Agence 
canadienne d’ inspection des 
aliments et de Citoyennete et 
Immigration Canada et entretenir 
des relations positives avec les 
employés et les syndicats. 


Faits saillants et réalisations 


Les niveaux de service aux clients ont été maintenus grace a une entente sur la prestation 
de services communs avec |’Agence du revenu du Canada. Le Régime de sanctions 
administratives pécuniaires a été élargi pour englober les fonctions de correction et de 
rajustement. En vertu de la Loi sur les mesures spéciales d’importation,  ASFC a 


protégé la production canadienne, soit prés de 13 milliards de dollars. Les priorités du 
Plan d’amélioration de |’observation (PAO) ont été reportées, le PAO ayant été mis en 
suspens en 2004-2005. L’ initiative relative a la sécurité des conteneurs (IRSC) a fait 
lobjet d’une entente officielle en mars 2005; conformément a cette entente, |’ ASFC 
prévoit mettre en ceuvre l’IRSC dans les ports maritimes a risque élevé au cours des cing 
prochaines années. 

La législation constituant |’ ASFC est actuellement devant le Sénat. L’ Agence a 
déterminé et élaboré un cadre stratégique et une architecture d’activités de programmes, 
ainsi qu’une structure d’établissement de rapports et un cadre intégré de planification et 
d’établissement de budgets et de rapports. Elle a élaboré d’ autres cadres qui aideront 

P ASFC a réaliser et a gérer les programmes. Des fonds additionnels de 433 millions de 
dollars sur cinq ans, qui s’ajoutent a notre base de financement confirmée, ont été prévus 
dans le budget fédéral de 2005. L’ Agence a mis en place de nouvelles conventions 
collectives pour ses employés, y compris la majorité des employés visés pendant la 
transition par les conventions collectives d’employeurs distincts et ayant des conditions 
d’emploi différentes; il reste encore a faire, cependant, pour ce qui est des groupes de 
direction transférés de |’ Agence des douanes et du revenu du Canada. 


En 2004-2005, l’Agence a pu mettre au point sa mission, son mandat et ses valeurs et 
élaborer et communiquer sa nouvelle image de marque. Un programme de formation des 
recrues pour les points d’entrée (FORPE) a été lancé en 2004-2005. Le transfert des 
fonctions des points d’entrée, a l’automne 2004, a été la derniére étape essentielle du 
processus de transition. Des plans d’action ont été élaborés a l’appui de |’étape de la 
mise en ceuvre des analyses du risque professionnel (ARP); le budget fédéral de 2005 
prévoyait 139 millions de dollars sur cing ans a cette fin. L’équipe de projet de la 
modernisation de la fonction publique a |’ ASFC a élaboré une stratégie de mise en ceuvre | 
exhaustive. Nous continuons d’appuyer les priorités du gouvernement dans le domaine | 
des ressources humaines, telles que |’équité en matiére d’emploi, les langues officielles 

et les valeurs et l’éthique. | 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public 
ae : . . . . . . 
This ay is formalized through the tabling of appropriation bills in Parliament. ee 
The Estimates of the Government of Canada are structured in several parts. Beginning with an esis ee ie n a 
; sad s in Part I, the documents become increasingly more specific. Part I outlines spending Sy g cae se ie 
Be sa Me leone the proposed wording of the conditions governing spending which Parliament will be aske 1 to 


: eRars ne 
The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms one 
strategically oriented planning and results information with a focus on outcomes. 
‘ o 


The Departmental Performance Report provides a focus on results-based accountability by reporting on acon a 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 
¢ oe . 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and ee 

riorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomp shmen i 
‘ Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and ™ 
management of funds. 
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Foreword 


The Government of Canada has made continuous improvement in its management practices a 
priority since Results for Canadians: A Management Framework for the Government of Canada 
was tabled in Parliament in the spring of 2000. Driving the government’s pursuit of management 
excellence is its vision to provide Canadians with a responsive government, which serves 
citizens and manages itself as a unified, coherent enterprise; an innovative government supported 
by a highly-qualified public service equipped to leverage information and make the best use of 
public funds while balancing risk; and an accountable government which answers clearly and 
openly for its performance to Parliament and to Canadians. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports following principles for 
effective public reporting (provided in the Guide for the Preparation of the 2004-05 
Departmental Performance Reports: http://www.tbs-sct.gc.ca/rma/dpr1/04- 
05/guidelines/guide_e.asp ). Based on these principles, an effective report provides a coherent 
and balanced picture of performance that is brief and to the point. It focuses on outcomes 
(benefits to Canadians and Canadian society) and describes the contribution the organisation has 
made toward those outcomes. It sets performance in context, associates performance with earlier 
commitments, explains any changes, and discusses risks and challenges faced by the organisation 
in delivering on these commitments. Achievements realised in partnership with other 
governmental and non-governmental organisations are also discussed. Supporting the need for 
responsible spending, it links resources to results. Finally, the report is credible because it 
substantiates the performance information with appropriate methodologies and relevant data. 


This departmental performance report (along with those of many other organizations) is 
accessible from the Treasury Board of Canada Secretariat Internet site: http://www.tbs- 
sct.gc.ca/est-pre/estime.asp. Readers wishing a high level, whole of government overview of the 
Government of Canada’s efforts to improve quality of life should refer to Canada’s Performance 
2005 available at the same internet address. This report is structured around three broad policy 
areas (Sustainable Economy, Canada’s Social Foundations and Canada’s Place in the World) 
and, in its electronic version, links to relevant Departmental Performance Reports. Canada's 
Performance 2005 also contains a special overview of the government’s efforts to improve the 
well-being of Aboriginal peoples. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers can do much to ensure that Departmental Performance Reports 
and other reports are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 

Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A ORS 
OR at: rma-mrr@tbs-sct.gc.ca 
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Canada Customs and 
Revenue Agency 


Performance Report 


For the period ending 
March 31, 2005 


Whar eka Men 


The Honourable John McCallum, P.C., M.P. 
Minister of National Revenue 


This Performance Report is identical in content to the Canada Customs and Revenue Agency’s 2004-2005 Annual Report. The 
Minister of National Revenue tables the CCRA’s Annual Report in Parliament pursuant to the requirements of the Canada 
Customs and Revenue Agency Act. The Performance Report and the CCRA’s Annual Report contain the same comprehensive 
performance information and an assessment by the Auditor General of Canada of the fairness and reliability of that information, 
as well as the opinion of the Auditor General of Canada on the CCRA’s financial statements. For more information on the 
CCRA’s Annual Report, visit the CCRA’s Web site at www.cra.gc.ca, or write to Director, Reporting and Performance, Policy and 
Planning Branch, Canada Customs and Revenue Agency, 555 MacKenzie Avenue, Ottawa, Canada K1A OL5. 


CCRA ‘Annual Report to Parliament 
2004-2005 


More Ways to Serve You! 
Pour vous servir encore mieux ! 


5 ly Canada Customs Agence des douanes 
and Revenue Agency et du revenu du Canada 


ed 


Canada 


Who We Are 


The Canada Revenue Agency (CRA) is the principal revenue collector for the federal government. 

Annually, we collect over $300 billion in taxes and other revenues; distribute close to $12.5 billion in ! 
benefit payments to millions of families and individuals on behalf of the federal, provincial, and 

territorial governments, as well as First Nations; and employ up to 34,300 permanent employees at 

55 service sites across the country. f 


Changes—both large and small—in the lives of Canadians impact the CRA. Whether it is the birth of a 
child, a new job, a change in marital status, a business investment, or the purchase of goods over the 
Internet, the CRA must be able to deliver the programs and services that Canadians need when and 
how they need them. 


Our mandate and strategic direction focus on promoting compliance with the legislation we 
administer. We pursue our mandate while ensuring that the tax and benefits administration system 
functions in the best interest of Canadians at the lowest possible cost. We continue to maximize the 
full potential of our agency status to build on these services and programs in ways that will benefit 
individuals and other levels of government into the future. With four enduring values—integrity, 
professionalism, respect, and co-operation—we believe in providing service excellence to all our 
clients, supported by fair and responsible enforcement, to ensure the integrity of our tax and benefits 
system and to maintain the trust and confidence of Canadians. 


a ee ee eee = ~ 


On December 12, 2003, the Government transferred the customs function of the Canada Customs and Revenue Agency (CCRA) to the Canada 
Border Services Agency (CBSA). As a result of this transfer, it is proposed that the CCRA continue operations under the name of the Canada 
Revenue Agency (CRA). This name change and the renaming of the Canada Customs and Revenue Act to the Canada Revenue Agency Act are 


presented in Bill C-26, an Act to establish the Canada Border Services Agency, which has been referred to committee in the Senate at the time 
of printing of this document. 


To reflect these proposed legislative changes, and to ensure the reader understands that the information contained in this document pertains only 
to the revenue and benefits components, we are using the name Canada Revenue Agency (CRA) 


2004-2005 CRA ata Glance 


* Collected close to $305 billion—averaging over 
$1.2 billion every working day, including: 


* Over $42 billion on behalf of the provinces, territories, 
and First Nations 


* Over $17.7 billion for Employment Insurance Premiums 


* Approximately $29 billion in net revenues on behalf 
of the Canada Pension Plan 


* Benefit and credit payments worth close to $12.5 billion 
distributed to over 11 million entitled Canadian recipients 


’ i 


1 
* Over$1 billion in interest and penalties waived 
or cancelled under fairness provisions 
c > Almost 1.5 million employers withheld and remitted 


$171 billion in source deductions—about 56% of the 
revenues we collected 


* Close to $10.2 billion in fiscal impact identified through 
measures for addressing non-compliance 


* Almost 90 agreements with other government 
departments and agencies for joint program delivery 


* Over 24 million individual and trust tax returns 
and 1.5 million corporate tax returns processed 


* Over 24 million tax-related visits to the CRA’s website 
- Approximately 22 million public enquiries answered 


- Almost 15,800 volunteers completed more than 
458,000 simple tax returns for low-income, eligible 
taxpayers 


- More than 6,600 voluntary disclosures processed, with 
related assessments totalling nearly $320 million 


* Resources: 
- Operating budget of $3.2 billion 


- Workforce of up to 34,300 permanent employees across 
4 Canada, and a term population which fluctuates to 
approximately 10,000 during peak tax filing season 


Performance Data! 


Fating quality 
a | Good 
Performance against Expected Outcomes Page 
Y Canadians pay their required taxes and the tax base is protected | 
- Compliance rates continued to be high, as demonstrated in the table, ‘Estimated Compliance Rates and 25 
Indicators’. Most individuals and businesses file their returns and pay their reported income taxes on time. 38 
We reduced the ratio of gross tax debt to gross revenue, and the inventory of tax debt greater than five years 
of age, and we exceeded our cash collection commitments to the Government of Canada, although the 
dollar value of tax debt grew. For reporting compliance, we focus on the small percentage of the population 
who pose the greatest risk to tax revenue since, in our judgement, incidence of non-compliance is relatively 
low, although in total it is financially significant. 
» We met or mostly met our most important service standards, including those for the timeliness of processing — af 


tax returns. We expanded our electronic service options. Our take-up rates for electronic services improved 28 
and we achieved a participation rate of 49.4% for T1 electronic filing for the 2004 tax year. 


Y Canadians receive their rightful share of entitlements 


We issued on time over 99.8% of all CCTB, GST/HST credit, and provincial and territorial payments, for 44 
programs that we administer, consistent with our performance last year. 
* Based on an internal CRA study, over 99% of benefit payments and notices were issued accurately. 44 
Y Provinces, territories and other government departments rely on the CRAasa key service provider 29 
* We collected over $42 billion in taxes and administered 17 ongoing child benefit and credit programs for 21 
provinces and territories. We continued to broaden the scope of programs and services administered on | 46 


behalf of our client governments. 


Ee nn rn nr nena enone nnnee newrn none nna 


Canadians receive an impartial and responsive | review of contested decisions 


* We resolved most disputes administratively. The majority of our determinations that went to the Tax Court of | 54 
Canada were upheld. The timeliness of our dispute resolution, specifically Income Tax, has steadily improved | 53 
over the past several years. However, we need to improve the timeliness of CPP/EI dispute resolution. : 
Continued effort is required to reduce the inventory of disputes and voluntary disclosure cases. 
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Y Internal services enable business lines to maximize performance and operations 


Our strategic direction and the strategic oversight by our Board of Management was reviewed in our internal _ 58 
assessment of agency status. The Board has promoted results-based management. 

* We continued to improve financial systems and controls to respond to the recommendations included in the | ee] 
Auditor General's report on government-wide financial management. 

* While our HR reform is well under way, the Taking Stock review has identified some required improvements : 61 
in the area of the eben Based Human Resources Management Syster (CBURND: | 


CRA Net expenditures he 


2004-2005 3050977 | 


SSO ae eM 


v Met v Mostly Met on Not Met _ x 


1 ’ , . 
See ‘Performance and Data Quality Ratings’ page 20 for the definitions of the ratings used. 
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Message from the Minister 


As-Minister of National Revenue, it is my privilege and honour to table the Canada Revenue Agency’s 
(CRA) fifth Annual Report to Parliament, which demonstrates how we fulfilled our mandate over 
the past year. 


The responsibility for administering taxes and benefits on behalf of governments and government 
institutions in our country, brings with it two important obligations. First, we must maintain public 
confidence in the integrity of the tax system by being fair and diligent in enforcing the law. We also 
place a high priority on the security of our facilities, information privacy, respect for citizens and 
employee ethics. As a result, the Agency is recognized and respected for its integrity, fairness and 
innovation in administering high-quality, yet affordable, programs. 


Second, we must be efficient in how we administer our budget. Our agency status 
has provided a foundation from which we can administer our core program 
activities in a productive and innovative manner. The CRA has done this by 

managing expenditures, raising productivity and reallocating resources to 
the most essential program activities, while maximizing the use of existing 
resources. Our Board of Management, composed of individuals from the 
private sector across the country, has imposed on the Agency an additional 
level of rigour. This enables us to maintain a strong core business 
advance our governance, develop business and ensure growth, Gnd 
maintain program efficiencies. 


Our services, such as ‘My Account’, use cutting-edge technology to 

provide Canadians with a secure option for viewing and managing 
their personal income tax accounts from their own home or office. By providing 
services like this and others, we are offering Canadians more convenient and 
accessible ways to voluntarily comply with their tax obligations. 


In the past year, we increased co-operation with other federal departments and agencies. New services 
were also provided to provinces, territories and First Nations governments. We participated in 
discussions with the Government of Ontario on leveraging our systems to collect provincial corporate 
tax, we created the First Nations Advisory Committee, and we concluded agreements with First Nations 
governments to collect taxes on their behalf. These measures illustrate our willingness and desire to 
work collaboratively in designing services that meet the needs of various client governments. 


We have made great progress since becoming an agency only six years ago, and we are well positioned 
to continue delivering the best value in our services. I am proud to be responsible for such a dynamic 


and professional organization. 


Ww Mkt 


The Honourable John McCallum, P.C., M.P. 


Minister of National Revenue 
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CCRA Annual Repe 


Foreword by the Chair 


The Board of Management brings to the Canada Revenue Agency (CRA) private sector rigour and 
expertise in managing its resources, services, property, personnel and contracts. Our goal is to increase 
efficiency in administrative overhead spending and reinvest the savings, where possible, to address the 
risks and challenges in maintaining the integrity of the tax system, while enhancing service 

to Canadians. 


This past year has seen significant progress on the Agency’s change agenda. We continued to transform 
how we do business, keeping pace with changes in technology and management practices. For 
example, we carried on with reforms to our human resource regime and to our 
financial information and performance measurement systems. We also laid the 
groundwork for future business achievements, by managing expenditures and 
reallocating resources to focus on our key program priorities. In the year ahead, 
my colleagues on the Board of Management and I look forward to working 


with management in setting the future direction for the CRA. 


This is the first Annual Report to be tabled in Parliament since I was 

confirmed as Chair of the Board of Management in March 2005. This 

Annual Report is a vital part of our reporting efforts, as it helps fulfill the 
Agency’s priority of ensuring trust and integrity in our people and our 


operations. We will continue reporting tangible and practical results, 


to remain transparent and to demonstrate our accountability to 
Canadian taxpayers. 


I am pleased to recommend this report to the Minister of National 
Revenue, the Honourable John McCallum, for tabling in Parliament. 


Connie I. Roveto 


Chair, Board of Management 
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Management's Representation and Statement 
of Responsibility for Performance Information 


I submit for tabling in Parliament the 2004-2005 Annual Report (Departmental Performance Report) for 
the Canada Revenue Agency (CRA)!. The Canada Customs and Revenue Agency Act requires that an 
annual report be tabled in Parliament. This report must include information about the CRA’s 
performance on objectives established in its Corporate Business Plan. It must also include an 
assessment by the Auditor General of Canada of the fairness and reliability of that information. It is not 
the role of the Auditor General of Canada to assess or comment on the CRA’s actual performance. 


This report has been prepared on the basis of reporting principles and other requirements in the Guide 


Jor the Preparation of 2004-2005 Departmental Performance Reports (Treasury Board of Canada 


Secretariat, April 2005). The CRA maintains systems and practices that provide reasonable assurance 
that the performance information presented in this report is accurate, comprehensive and balanced. 
However, some of the performance information is based on management’s best estimates and 
judgments, and this is appropriately disclosed. The Agency is continuing to make progress on the 
development of robust performance measures for its expected results. 


The CRA’s Corporate Audit and Evaluation Branch conducts independent reviews of various aspects of 
the CRA’s performance. Also, the Board of Management’s Audit Committee oversees management’s 
responsibilities for maintaining internal controls and financial and performance reporting systems; its 
members meet regularly with internal and external auditors. The Board of Management recommends 
the Annual Report to the Minister for approval. 


This Annual Report includes the CRA’s performance information with the assessment of the Auditor 
General of Canada, as shown on page 69. This Annual Report also includes the CRA’s audited financial 
statements, prepared on a full accrual accounting basis, and unaudited supplementary financial 
information for reporting to Parliament on the use of appropriations. Business line spending is 
consistent with the reporting method for parliamentary appropriations, which is different from the full 
accrual basis of accounting used for the audited financial statements. A reconciliation of the 
expenditures reported under these two financial reporting methodologies is shown in Table 10 on 
page 153 under the financial statements section of this report. 


ees 


Michel Dorais 


Commissioner 


1. Please refer to inside cover regarding the name change from Canada Customs and Revenue Agency (CCRA) to Canada 
Revenue Agency (CRA). 
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Executive Summary 


The Canada Revenue Agency’s (CRA)? strategic 
outcome is Compliance with Canada’s tax laws 
and the effective delivery of benefits and other 
programs and services. Our Annual Report to 
Parliament for fiscal year 2004-2005 assesses the 
extent to which we have achieved this strategic 
outcome, by measuring how well we deliver on the 
following expected outcomes: 


e Canadians pay their required taxes and the tax 
base is protected. 


e Provinces, territories, and other government 
departments rely on the CRA as a key service 
provider. 


e Canadians receive their rightful share of 
entitlements. 


e Canadians receive an impartial and responsive 


review of contested decisions. 


e Internal services enable business lines to maximize 


performance and operations. 


The inside cover section at the front of this report 
provides highlights of our performance by strategic 
outcome. The chapters that follow provide details for 
each of our business lines: Tax Services, Benefit 
Programs and Other Services, Appeals, and Corporate 
Management and Direction. 


Canadians pay their required taxes and the tax 
base is protected 


We believe that, to achieve our mandate, we must 
make it easy for taxpayers and businesses to meet 
their obligations. We must also ensure fairness and tax 
integrity by applying robust compliance programs, 


and operate in a cost-effective manner. 


2. Please refer to inside cover regarding the name change 
from Canada Customs and Revenue Agency (CCRA) to 
Canada Revenue Agency (CRA). 


As ‘Estimated Compliance Rates and Indicators’ on 
page 25 shows, voluntary compliance continued to be 
high for filing, registration and remittance in 
2004-2005. There are non-compliance challenges 
related to the reporting of the right amount of income 
and claiming the correct deductions and credits— 
whether unintentional or not. It is our assessment that, 
for the vast majority of Canadians, the incidence and 
magnitude of non-compliance are relatively low, 
although in total it is financially significant. 
Notwithstanding, we have established a strategy to 
further strengthen compliance in both the short and 


the long term, specifically in the following areas: 
e aggressive tax planning; 
e the underground economy; 


e Goods and Services Tax / Harmonized Sales Tax 
(GST/ HST): and 


e Non Filers / Non—Registrants and Collections. 


Our measures to address non-compliance identified 
almost $10.2 billion in fiscal impact, exceeding our 
commitment to the Government of Canada by nearly 
$1.5 billion. 


Further, to better manage the level of tax debt, we 
invested additional resources in Our accounts 
receivable program to improve the collection of 
outstanding accounts and reduce the proportion of 
aged accounts. Reducing the size of inventory of older 
accounts continued to be a high priority in 2004-2005. 
As a result of this special initiative to reduce accounts 
to their net realizable value, we wrote off in whole or 
in part approximately $2.4 billion of uncollectible 
amounts—almost double that of previous years. This, 
coupled with the reduced intake of tax debt, 
eliminated the gap between the dollar value of 
accounts resolved and the intake of new debt, 
lowered the ratio of gross tax debt to gross revenues, 
and reduced the inventory of older tax debt. Total tax 


debt now stands at $18 billion. 
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In 2004-2005 we increased the reliability and 
efficiency of our financial systems that are used to 
record revenues owed by and due to taxpayers. We 
also embarked on a multi-year process to modernize 
our data-processing systems to support our move 
towards an integrated, client-centred approach and 


improve our ability to manage tax debt. 


Part of our strategy in 2004-2005 to deliver affordable 
client services was to increase client self-service by 
enhancing our electronic service options. For 
instance, Canadians can now go online to view their 
income tax information, change their return, change 
their address or file a formal dispute, and obtain 


benefits information. 


Our commitment to timely, accessible, reliable and 
fair service that is responsive to clients’ needs is 
supported by published service standards that help to 
set public expectations and contribute to overall client 
satisfaction. This year, we added four new service 
standards, bringing the total to 36 service standards 
related to this expected outcome. We met or mostly 
met 89% of our service standard targets compared 
with 69% in 2003-2004. See ‘Schedule C’ for our 


performance against service standards. 


Provinces, territories and other government 
departments rely on the CRA as a key service 


provider 


The CRA delivers tax and benefit programs and 
services on behalf of provinces, territories, 

First Nations, and other federal departments and 
agencies. We administer 17 child benefit and credit 
programs for the provinces, many of which started 
under the joint federal, provincial and territorial 
National Child Benefit (NCB) initiative. Our approach 
to administering these programs is to reduce 
duplication and increase efficiency, as well as to 
simplify tax and benefit administration for provincial 
governments, One example of this approach is the 
electronic data exchange service, which makes it 


easier for clients to receive benefits from their 


provincial programs. In 2004-2005, seven provincial 
programs joined our income verification data 
exchange service, bringing this total to 13 programs. 


In addition, we supported the Department of Finance 
Canada in its negotiations with First Nations on 
establishing new tax administration agreements. These 
agreements included the collection of a First Nations 
GST with nine Yukon First Nations, a First Nations 
Personal Income Tax Agreement with the Kluane First _ 
Nation, and an agreement to allow the CRA to collect 
certain First Nations taxes with the Whitecap Dakota 
First Nation. 


One of the objectives of becoming an agency was to 


improve our capacity to work with other levels of | 
government. We anticipate signing a memorandum of 
understanding in the near future with the province of 
Ontario on the implementation of a single corporate 


tax administration. 


Our strengthened accountability regime includes not 
only an annual report that is tabled in Parliament, 
but also annual reports submitted to provinces 

and territories on the services we administer on 
their behalf. 


Canadians receive their rightful share of 
entitlements 


The benefit programs administered by the CRA, such 
as the Canada Child Tax Benefit (CCTB), the GST/HST 
credit, Children’s Special Allowances, and the 
disability tax credit, make a significant contribution to 
the economic and social well-being of Canadians. We 
issued more than 70 million CCTB and GST/HST 
credit payments, totalling close to $12.5 billion, to 
over 11 million low- and moderate-income recipients. 


Again this year, we issued on time more than 99% of 
all CCTB, GST/HST credit, and provincial and 
territorial payments for the programs that we 
administer. We also met our targets for the timely 
and accurate processing of applications for 


benefit and account adjustments, as well as for 


| 
| 
| 
| 


processing the benefit amounts resulting from these 
_in-year transactions. 


To improve the degree of compliance with benefit 
rules, we increased the number of CCTB accounts 
selected for review and achieved an increase in our 
validation adjustment rate. This enabled us to 
minimize the amounts of overpayments under 
these programs. 


t 
$ 


i 
' Canadians receive an impartial and responsive 


review of contested decisions 


Our appeals program is one of the largest dispute 
resolution services in government. It includes the 
Fairness Initiative, which allows us to forgive interest 
and penalties in situations where clients are unable to 
comply with their tax obligations due to 
circumstances beyond their control, and the Voluntary 
Disclosures Program, which allows clients to correct 
past errors without penalty. 


The CRA tries to resolve cases fairly with clients. If 
they are not satisfied with the CRA’s determination, 
clients have the option of appealing to the courts—a 
lengthy and potentially costly option. Across the three 
program areas, Income Tax (the largest program), 
GST/HST, and CPP/EI, the majority of appeals cases 
were resolved before going to the courts; this 
demonstrates responsiveness and cost-effectiveness. 
Further, the courts confirmed the CRA’s original 
pre-court determinations in more than half of the 


cases they reviewed. 


With respect to timeliness, for income tax files, we 
reduced the average processing time from 135 days to 
130 days. We did not, however, meet our processing 
targets for GST/HST and CPP/EI files. A review of 
these results will help us determine the next steps 
needed to balance timeliness with the quality of 


our decisions. 


Internal services enable business lines to 
maximize performance and operations 


The Board of Management, which became part of the 
CRA’s governance structure when it became an 
agency in 1999, is responsible for overseeing the 
organization and administration of the CRA and the 
management of its resources, services, property, 
personnel and contracts. It is also responsible for 
approving the Corporate Business Plan, which 
establishes the objectives on which this document 
reports. With membership from private business 
across Canada, the Board also brings a private sector 
perspective to the CRA’s work, and performs a healthy 


challenge role to senior management. 


The strengthening of financial management is a key 
priority at the CRA. In 2004-2005 the CRA spent 
$3,051 million of its $3,226 million budget, a lapse of 
$175 million, or 5.4% of budget. While workload 
volumes have increased in some areas, and labour 
negotiations were settled with the largest union in 
2004-2005, financial expenditures remained relatively 
stable, increasing by $105 million or about 3.6% over 
last year. We have also introduced various initiatives 
and reviews aimed at improving efficiency, such as 
modernizing employee compensation services, and 
these measures are contributing to savings in 


operating expenditures. 


As part of our resource management strategy, where 
possible, we limited administrative overhead spending 
and reallocated funding to program priorities. The 
initiatives that we undertook upon becoming an 
agency, such as those to reform procurement, 
contracting and other administrative activities, are 
largely complete. Through these reforms, savings have 
been identified and our processes have improved. 
Our human resource management initiatives continue 
to mature. This has included developing strategies 

to address the impact of the expenditure review 

and to deal with future requirements for more 


knowledge workers. 
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In support of program delivery, our information 
technology (IT) services continued to deliver high 
levels of IT service availability of the applications, 
infrastructure and network services that are needed 
for operational capability in a secure environment. 
At the same time, we took steps to strengthen the 
security, monitoring and control features in our 
financial systems to respond to Auditor General’s 
concerns about financial system controls. With 
continuous expansion and improvements in our 
online services, once again we were recognized for 
our IT performance with six awards from the 
Government Technology Exhibition Conference 
CSTE 


Conclusion 


We believe that, based on our results for the 


2004-2005 fiscal year, we have once again achieved 


our strategic outcome: Compliance with Canada’s tax 


laws and the effective delivery of benefits and other 
programs and services. As in previous years, 


compliance with Canada’s tax laws, with respect to 


filing, registration and remittance, remains at a high 
level. We do recognize that non-compliance exists, 
and we continue to identify and challenge this. 


Overall, our service delivery was timely and effective, 
and this is enhanced by the CRA’s continued 
development of electronic services that make it easier 
for Canadians to get the information they need in 
order to comply voluntarily. In addition, the increased 
availability of two-way transactions over the Internet 
and telephone enables Canadians to access a full 
range of CRA services; this makes the filing of taxes 
and the application for benefits more efficient and 
accessible. In addition, we improved our performance 
against our service standards. 


In its first five years as an agency, the CRA has 
evolved into an innovative and progressive 
organization, while maintaining the transparency that 
has become essential in government today. However, 
to better respond to the constant changes and unique 
challenges we face, we must continue to remain 
creative and dynamic as the CRA moves forward into 
the next five years. 
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Performance by Business Line 


Context: Strategic Risks and 
Priorities 

The strategic priorities—tax integrity, trust and 
integrity, business sustainability, and service to 
Canadians—established in the Corporate Business 
Plan 2004-2005 to 2006-2007 were based on an 


assessment of the following six key risks, challenges 
and opportunities facing the CRA: 


e addressing threats to compliance; 

e fulfilling our fiduciary responsibilities; 
e managing financial pressures; 

e protecting confidential information; 


e sustaining human resources; and 


In 2004-2005, our greatest risk, that of increasing 
threats to compliance, was addressed by establishing 
tax integrity as a strategic priority. An Agency-wide 
review of compliance risks, including emerging 
trends, as well as shifts in attitudes and behaviours 
that might affect client confidence in the CRA, 


confirmed the following four areas of focus. 


¢ Aggressive tax planning: The growth in abusive 
tax schemes, such as tax avoidance arrangements 
through liberal interpretations of Canada’s tax 
laws, undermines public confidence in our tax 
system and may give the impression that tax 
avoidance and evasion are pervasive. The strategy 
used by the CRA to counteract this includes 
identifying and auditing all such transactions as 
quickly as possible, and publicly stating our 
position on those transactions to prevent 


further abuses. 


¢ GST/HST: Millions of GST/HST transactions take 
place daily, and an extremely large number of 
registrants request refunds. Our primary focus is to 
prevent improper refunds and create a legislative 
and administrative environment to reduce systemic 


opportunities for fraud. We used the profiling of 


responding to socio-economic and political trends. 


high-risk registrants, informant leads, partnerships 
with other law enforcement agencies, as well as 
our own audits and investigations to identify cases 
of possible GST/HST non-compliance. 


e Underground economy: As part of our 
multi-dimensional strategy for dealing with the 
underground economy, we have expanded the use 
of third-party reporting as well as third-party 
information. Since non-reporting and 
under-reporting by self-employed individuals 
account for much of the unreported income, in 
addition to our “Get it in Writing!” campaign and 
Contract Payment Reporting initiative, which 
are already in place, we published a new 
pamphlet, entitled “Will you do it for cash?”. The 
pamphlet reminds construction businesses of 
the requirement to report cash payments on their 
GST/HST and income tax returns, identifies the 
consequences of participating in the underground 
economy, and provides information on the results 
of our activities to combat the underground 


economy. 


¢ Non-filers/non-registrants and collections: A 
number of key risks to our compliance objectives 
were identified in the area of collections and 
non-filers/non-registrants, including employer 
compliance issues, inventories of non-filers and 
past performance in the collections of accounts 


receivable. 


The trust and integrity strategic priority mitigated 
risks associated with protecting confidential 
information, by responding to policy, social and 
economic trends, and meeting our financial 
responsibilities. In 2004-2005, key mitigation strategies 
included increased focus on the security of 
information and systems, continued attention to ethics 
and conduct, and strengthened financial controls 


and reporting. 


In addressing the risks associated with maintaining 


program integrity, we set the strategic priority of 
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business sustainability (the maintenance of our 
programs and services, with particular emphasis on 
financial and human resources). We realized further 
productivity gains through a risk-based decision 
process to reallocate resources to support our core tax 
and benefits programs and to invest in service 


innovations. 


To meet the challenges of maintaining a voluntary 
compliance approach to Canada’s taxation system and 
to support the government-wide service priority, we 
made service to Canadians a strategic priority. We 
believe that if they feel they are getting good service, 
our clients will have a more positive overall view of 
our tax administration. This in turn, will reinforce their 
voluntary compliance. Specific results achieved in 
2004-2005 related to this priority are discussed in both 
the Tax Services and the Benefit Programs and Other 
Services sections of this report. 


The CRA has remained vigilant about managing 


ongoing risks through the strategic priorities we have 
established. Our overall strong performance against 
our expected results demonstrates our success in 
integrating risk management strategies into our 
decision making. 


Strategic Planning and Reporting 
Framework 


The strategic framework is based on the strategic 
outcome, which governs the priorities we pursue, and 
the investments we make to support those priorities. 
Linked to this strategic outcome are the expected 
outcomes and expected results for each of our 
business lines. The expected outcomes describe the 
impact that each business line has on Canadians. The 
expected results are what the CRA expects to achieve, 
and represent the criteria against which our 
performance will be assessed and reported. 
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: welces | | | Ne Scale _ Strategic Outcome 


. ‘Compliance with Canada’ S tax laws and the effective delivery of benefi ts and other | programs and s services 


Business Lines 


Canadians pay their required Canadians receive their _ Canadians receive an 
taxes and the tax base is ) rightful share of entitlements | impartial and responsive 
protected | _ review of contested 


Provinces, territories and other government departments rely "decisions 


on the CRA as a key service provider 


} 
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High levels of compliance 
are achieved and | and addressed 
non-compliance is identified — 
and addressed? : | 


~ Non-ce -compliance 2 is identified 


Tax debt is resolved ona 
timely basis and is within | 
targeted levels? 


PTS a a ee re 


- Client Enquiries _* Canada Child Tax Benefit - ~ Dispute Resolution 
* Returns / Applications / | and GST/HST credit | - Fairness Monitoring 
Charities Processing * Provincial andterritorial . Voluntary Disclosures 
Rulings and benefit and credit 
programs 


Interpretations 
* Revenue Collections + Children’s Special 


d : Allowances 
* Reviews, Audits, 


Clients receive e timely, accessible, reliable and fair service that i is responsive to their needs _ 


Investigations and 


Internal services enable 
business lines to maximize 
performance and 
operations! 


_ Sound strategic direction, 
_ financial and treasury 
management 


Enhanced human resource 
management, which 


_ contributes toa 
_ knowledgeable and skilled 
_ workforce in the right place 


at the right time 


Demonstrate excellence in 
the provision of internal 


services 


. ~ Information Technology 


' * Human Resources 


¢ Finance and 


Administration 


* Policy and Planning, 
Corporate Audit and 
Evaluation, Agency 
Management 


_¢ Disability Tax Credit 
Enforcement | 


t 


i The wording was modified from the Corporate Business Plan 2004-2005, which was as follows: “Internal services maximize performance 
of our business lines and operations.” The new wording reflects the enabler role of internal services. 
2 The wording was modified from the Corporate Business Plan 2004-2005, which was as follows: “Non-compliance is identified and 
addressed.” The new wording includes the CRA's efforts to ensure high compliance, and not just to address non-compliance. 
e <The wording was modified from the Corporate Business Plan 2004-2005, which was as follows: “Level of tax debt is within targeted 
levels.” The new wording includes the CRA’‘s attention to the timely resolution of tax debt. 


s . 
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Rating our Performance 


In the following sections, the performance of each 
business line is measured by how it achieved the 
expected results outlined in the strategic framework. 
For each expected result, we provide a performance 
summary, including the rationale for the performance 
rating in relation to the performance expectations in 
the Corporate Business Plan, and comment on 


year-over-year performance. 


We use qualitative and quantitative indicators to 
determine our performance ratings. Survey results, 
statistical sampling and business operational data 
inform our performance assessments. Although we 
have made progress in developing robust 


performance measures, we need to make some of 


Performance and Data Quality Ratings 


Performance Ratings 


them more concrete and measurable. In these cases, 
we use the best information we have to make an 


assessment. 


We rate the performance of our business lines on 
whether expectations, set in our corporate business 
plan, were met, mostly met or not met. The data 
quality ratings indicate whether they are based on 
good, reasonable or weak data. The table below, 
entitled ‘Performance and Data Quality Ratings’, 
defines these terms. Generally, our data collection 
systems provide reliable information. 


The sections that follow provide more in-depth 
discussions of our performance in 2004-2005 for each 
of our four business lines. 


Met Our performance met our expectations | 
Mostlymet While the performance met most of our expectations some gaps exist | 
| 

Not met Significant gaps exist in performance and most or key expectations were not met | 
Data Quality Ratings | 

Good Performance rating based on management judgment supported by an appropriate level of accurate | 


information (including management estimates) obtained from reliable sources or methods 


Reasonable — Performance rating based on management judgment supported, in most cases, by an appropriate level of 


accurate information (including management estimates) obtained from reliable sources or methods 


Weak Significant gaps in robustness of performance information; performance rating based on management | 


judgment supported by entirely or predominantly qualitative information from informal sources or methods | 
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Tax Services 


Tax Services is the largest of the CRA’s business lines. 
It is responsible for administering, assessing and 
collecting more than $300 billion in taxes and excise 
taxes, including more than $42 billion in taxes on 
behalf of Canada’s provinces (except Quebec), 
territorial governments and First Nations. Our clients 
include almost 30 million individuals, businesses, 
trusts and other organizations. 


The Canadian tax system is based on self-assessment 
and voluntary compliance. Tax Services programs are 
aimed at promoting compliance with Canada’s tax 
laws and ensuring that clients pay their required taxes. 
Compliance is highly sensitive to many factors, such 
as perception of government, general values held by 
society, the economy, the structure of the tax system 
and legislation. Many of these factors are beyond 

our control. 


Tax Services programs help to ensure that 

CRA’s clients receive accurate information and 
assistance in understanding their rights and 
obligations under the Canadian tax system. Tax 
Services activities include registering businesses, 
charities and deferred profit-sharing plans; obtaining 
and processing returns and payments; issuing rulings 
on and interpretations of tax law; collecting arrears; 
performing reviews and audits; and identifying and 
prosecuting cases of wilful non-compliance. We also 
administer tax incentives, such as the Scientific 
Research and Experimental Development (SR&ED) tax 
credit, film tax credits and other targeted credits, as 
well as deductions that generate refunds or otherwise 
reduce the amount of tax that would be owed. In 
addition, the CRA provides expert technical assistance 
to foreign revenue administrations. 


The CRA is not alone in promoting tax compliance. 


A strong legislative foundation requires employers to 
withhold and remit deductions at source, obliges 
businesses to collect and remit GST/HST on our 
behalf, and specifies sanctions and penalties for 
non-compliance. Financial institutions offer 
convenient, accessible services that enable individuals 
and businesses to receive and deposit refunds and 
remit tax payments on time. 


Equally important are law enforcement agencies, such 
as the Royal Canadian Mounted Police (RCMP) and 
the Financial Transactions and Reports Analysis Centre 
of Canada (FINTRAC). We work closely with these 
agencies when conducting investigations into 
suspected tax evasion related to money laundering or 
terrorist financing. We also work with international tax 
administrations and organizations, such as the Pacific 
Association of Tax Administrators (PATA), the 
Organisation for Economic Co-operation and 
Development (OECD) and the Inter-American Center 
of Tax Administrations (CIAT). 


21 


Spending Profile 


In 2004-2005, 66% ($2 billion) of the CRA’s overall 
expenditures were devoted to the Tax Services 
business line. The CRA had 27,384 full-time equivalent 
(FTE) staff delivering tax programs and services. The 
expenditures have increased by 4.2% over the amount 
for 2003-2004, while FTE utilization has decreased 

by 2.2%. 


A similar trend can be observed at the agency level, 
where expenditures have increased by 3.6% and 

FTE utilization decreased by 2.6%. The increase in 
expenditures can be attributed largely to retroactive 
and current-year salary increases. The decrease in FTE 
utilization, in part attributable to the 2004 labour 
disruption, is not reflected in the employee count at 
year-end, which has remained stable over the last 


two fiscal years. 


As shown in Figure 1, the largest share of Tax Services 
resources (35.5%) was spent on activities related to 
reporting compliance for reviews, examinations, 
audits and other compliance programs. Some 

28.9% was spent on the assessment of returns, which 
includes filing and remittance operations, SR&ED 
activities and payments to the Ministére du Revenu du 
Québec to administer the GST in Quebec. The third 
component is Collections (18.8%), which is dedicated 
to ensuring that deductions at-source are remitted and 
to collecting outstanding accounts. Client Assistance, 
through various service channels such as telephone 
assistance and publications, made up 16.8% of the 
expenditure. 


Throughout Client Assistance and Assessment of 
Returns programs, business processes are continually 
being re-engineered to generate efficiency gains that, 
over time, help to offset the impact of the normal 
growth in workload, which is not compensated by the 
central agencies. For example, while Individual 
Returns and Payments Processing FTE utilization 


decreased by some 3.7% from 3,686 to 3,550, from 


2003-2004 to 2004-2005, the annual growth in 
individual returns processed stood at some 1.5%. 


While the Agency has not received funding for normal 
volume growth, there has been funding provided tied 
to specific initiatives related to new tax rules for 
registered charities, money laundering and the impact 
of the 2004 federal budget initiatives, such as the 
charities disbursement quota, Canada Learning Bond 
and Canada Education Savings, Tax Shelters and 
Non-Resident Investment through Mutual Funds. 


Figure 1 Resource Spending by Programs 


35% 


($ million) 
17% [) Client Assistance $339.2 
29% a Assessment of Returns $583.1 


BM Collections $379.2 
Compliance $718.3 


19% 


Total Spending: $2,019.8 million 


Data quality: Good 
Key Volumetrics 
Cash Deposits: $304.8 billion to the Consolidated 
_ Revenue Fund 
— Clients: 24.4 million individual income tax filers; about 
_ 1.5 million employer accounts; about 1.6 million corporate 
tax filers; 2.4 million GST/HST registrants (excluding 


~ Quebec); 25,082 registered pension and deferred 
profit-sharing plans; and 81,424 registered charities 


Services: More than 14 million public enquiries handled 
~ and more than 24 million tax-related visits to the 
_ CRA website 


Processing: 23.6 million individual returns, close to 

1.6 million corporate returns, approximately 6.7 million 
GST/HST returns, 175,554 trust returns and 78,669 charities 
returns, resulting in more than 34 million payments 


Fiscal Impact of Our Compliance Programs: Almost 
$10.2 billion 


Audits and Investigations Completed: 318,337 reviews, 
examinations and audits, as well as 3,898 other enforcement 
actions, including criminal investigations of tax evasion and 
audits under the Special Enforcement Program for income 
obtained from illegal activity 
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x, <a D 
, | Y Dollar value of accounts resolved | meets or exceeds the intake of new w debt (assuming stable levels of intake) 38 3 
| Y Stabilize or prevent further deterioration i in the ratio of ‘outstanding tax debt to gross cash receipts 39 
1 | V Increase productivity, as measured by: cost to resolve $1,000 in tax debt 39 
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Performance Discussion 


The Tax Services business line has two expected 


outcomes. 


Canadians pay their required taxes and the tax 
base is protected. Canada’s tax system is based on 
voluntary compliance and self-assessment. We believe 
that most taxpayers, given the proper information, 
tools and assistance, will voluntarily comply with 
Canada’s tax laws. We assist Canadians in complying 
with Canada’s tax laws by providing timely and 
accessible services, as well as through education. 

We also carry out enforcement activities based on risk 


assessment and risk management. 


We have met this expected outcome through the 

following: 

* continuing our strong performance in service 
delivery and returns processing. We exceeded our 
service standard targets for individual and 
corporate returns, and we have made advances in 
expanding our range of electronic service 
offerings; 


e assisting a vast majority of individuals and 
businesses to file their income tax returns and pay 
their reported taxes on time. The table entitled 
‘Estimated Compliance Rates and Indicators’ on 
page 25, shows our compliance rates and 
indicators for filing, registration, remittance and 
reporting. For the vast majority of Canadians, the 
incidence and magnitude of non-compliance 
remain relatively low, although in total it is 
financially significant. While the CRA has a 
sustained audit presence across all sectors, 

CRA enforcement is focused on addressing the 
small minority of taxpayers who are engaged in 
more serious acts of non-compliance and who 


pose the greatest risk to tax revenue; 


¢ continuing to identify and address non-compliance 


through the assessment and management of 
ongoing and emerging risks. We exceeded our 
fiscal impact commitment to the Government of 
Canada and met most of our internal audit 
coverage rate targets. We did not, however, meet 
most of the audit coverage commitments made to 
the Government of Canada; and 


e improving our performance in managing tax debt, 
achieving a rate of production equivalent to the 
total intake of new debt, meeting our Government 
of Canada commitment for cash collections, 
stabilizing the ratio of outstanding tax debt to 
gross cash receipts and enhancing efforts to 
reduce older uncollectible accounts, through either 
collection activities or write-offs. 


Provinces, territories and other government 
departments rely on the CRA as a key service 
provider. Out legislative flexibilities as an agency, 
our business expertise and the adaptability of our 
automated systems enable the CRA to provide 
Canadians with a wide range of services on behalf of 
the provinces, territories, and other federal 
departments and agencies. This helps to eliminate 
duplication and reduce the overall cost to taxpayers. 


We have met this expected outcome by continuing to 
strengthen our relationships with provincial and 
territorial clients by administering programs; providing 
accountable, client-focused services and expanding 
services for these clients. A new service agreement 
was signed with Manitoba, and we expect to use this 
agreement as a model for future negotiations. We also 
increased the number of arrangements with First 
Nations. Under these arrangements, we collect income 
and consumption taxes on their behalf. 


By effectively delivering tax services, we believe we 
have contributed to the achievement of the 
CRA’s strategic outcome. 
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Filing C Compliance - Recent analyses show that most Canadian individuals (over 18 years of age) and businesses fi le their tax 
returns on time, without any direct intervention by the CRA. Our estimates are pees below 


2001-2002 2002-2003 2003-2004 2004-2005 
+ Individuals! who filed a timely return? | 93.1% ‘ 93.1% 92.6% 92.6% 
*  Corporations*—taxable incorporated businesses that filed their a 91.9% 87.2% | 87.1% i 86.0% 
returns on time | | | 

| - Businesses‘ that filed their GST/HST returns on time | 90. 3% ; = 91.6% = «91.5% “i 91.9% 
g Employers who filed their T4 returns 96.4% i‘ 96. 5 A% 1 96.5% he 94.5% 


GST/HST Registration Compliance? — Our estimates indicate a reasonably high degree of registration compliance (many 
businesses are not required to participate). Our estimates are outlined below 


| 2001 -2002 _ 2002- 2003 | 2003- 2004 _ 2004- 2005 


| * Canadian businesses that v were registered for the GST/HST | 83. 2% | 84, 6% 86. 6% | 88. 8% 

; Remittance Compliance ie EE Pi: en a : 

‘ _ 2001-2002 2002-2003 - 2003-2004 2004-2005 
! * Individuals who paid their reported taxes on time | wv 90. 3% | 93, 1% | 943% | 93.2% 
}- Corporations—taxable incorporated businesses that paid their 95.0% | Po345.0 | 91.0% 90.7% 


() reported income taxes on time 


| * Businesses that collected GST/HST° 2.5 million 2.5 million 2.6 million® 2.7 million 
| collected collected collected collected 

— $41billion — $44billion — $44billion $47 billion 
| + Employers who forwarded at-source deductions on behalf of their 89.9% 90.1% 90. 1% | 89, 1% 


employees 


ie Reporting Compliance - - Non-compliance with reporting (ines takes many ne. ranging ae errors and unintentional 

| omissions to wilful tax evasion. To make a qualitative assessment of compliance, we rely on macro indicators, such as the tracking 

| of GST revenues to retail sales and personal expenditures on goods and services. We also consider program indicators, compliance 

' rate estimates and public opinion indicators, examples of which are outlined in this report. Our assessment is that, for the vast 

| majority of Canadians, the incidence and magnitude of non-compliance are relatively low, although in total it is financially 

significant. CRA enforcement is focused on addressing the small minority of taxpayers who are engaged in more serious acts of 
non-compliance and who pose the greatest risk to tax revenue 


Program Year 
| 2000 = 2001 «2 2002S 2003 
| + Individuals—Compliance rate for key tax credits and deductions 92.8% | 91.1% 89.9% 88.9% 
) not subject to third-party reporting 
| * GST/HST—Prepayment compliance rate aes N/A N/A 92.6% 92.7% 


Statistics Canada estimate, based on census data. 


2 These statistics have been restated to exclude late filed returns with balances owing. 

3 Source: CRA T2 corporate tax database. 

4 Businesses based in Quebec register with the Ministére du Revenu du Québec, which administers GST on behalf of the CRA and remits 
the net amount due to the Agency. 

> Data is consistent from the prior year cycle to the year in question. 

6 


Number of businesses updated from last year’s number due to rounding. 


| 
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To help clients meet their obligations under the law 
and to foster high levels of voluntary compliance, the 
CRA continued in 2004-2005 to provide timely, 
accessible, reliable and fair service and education to 
its clients. To inform and educate our clients, our 


services include Internet-based information and 
transactions; telephone and face-to-face 
communications; plain language forms, guides and 
publications; technical interpretations; rulings, and 


specialized problem resolution services. 


/ Maintain effective communications and 
implement legislative changes accurately 
and within required timeframes 


A NE RNS ER EE EOS 


Our client services, combined with our partnerships 
with other government and non-governmental 
organizations, allow us to provide updated and 
coordinated information to our clients in a timely and 
accessible fashion. During 2004-2005, we continued to 
successfully implement major legislative changes 
within required timeframes through our rigorous and 
highly structured annual publications review process. 
We ensured that any new or changed information and 
legislation were accurately incorporated in time to 
meet our critical delivery targets for more than 

1,000 tax-related publications—all of which are 
available on or through our website. Our visually 
impaired clients can also obtain these publications in 
alternative formats, including Braille, large print, 
audio cassette and diskette. 


JY Expand the range of our alternative 
electronic services 


werencmam seo ress 


We believe that our clients are more likely to 
participate in a tax system that is accessible and 
provides responsive service. We face the ongoing 
challenge of responding to clients’ needs, while at the 
same time using their tax dollars effectively. One 
cost-effective measure is to focus our resources on 
electronic services, which our studies have shown to 
be, on average, more than 20 times less expensive 
than in-person services. 


Our goal is to encourage clients to choose more 
affordable access channels, such as TELEFILE and the 
Internet. To support the move to electronic services 
over more traditional service options, we continued to 
move towards assisted self-service in 2004-2005. 


The Internet is our primary electronic service channel. 
In line with our strategy to increase Internet use by 
clients, this year our home page was redesigned to 
make it easier to find information. Clients can now get 
answers to their questions by topic, client type, or 
through our secure online application, ‘My Account’. 
We also enhanced the security and protection of 
confidential client information by requiring clients to 
register for a Government of Canada epass prior to 
logging onto ‘My Account’. In addition, we introduced 
a new feature in November 2004; ‘Change my Return’, 
of which 3,871 returns were changed between 
November 2004 and March 2005. Clients can also 
update their address or phone number. These 
transactions are completed without the help of a 
CRA agent and without mailing a request. The 

‘My Account’ application will soon be linked to the 
Government of Canada website through the 

‘My Government Account’ service, and our expertise 
is being shared with other federal departments to 
allow them to develop similar services. 
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Y/Y Improve take-up rate of alternative 
electronic information services 


po a 


We implemented a marketing strategy to encourage 
the use of our website for obtaining information and 
conducting transactions with the CRA. In 2004-2005, 
our website registered more than 24 million visits, an 
increase of 27.6% over the previous year. 


Marketing activities were aimed at reaching a greater 
number of individuals and businesses and further 
increasing take-up rates for electronic filing. As a 
result, take-up rates for electronic filing have steadily 
increased in recent years. 


In 2004-2005, we exceeded the target for Internet-filed 
corporate (T2) returns by 18,416, resulting in 93,416 
Internet-filed T2 returns. This represents an increase 
of more than three times the amount of T2 
Internet-filed returns received in 2003-2004. In 
addition to T2 Internet filing, in the past fiscal year, 
GST/HST Internet filing doubled; T4 Internet filing 
rose by 41%; and electronic payments increased 

by 19%. 
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Increase participation in electronic filing 
to 50% of T1 returns by 2004-2005 


CARR OSEAN EDN EIT REIN ERS 


Participation in electronic filing for individual (T1) 
returns has grown each year since 2001 (see Figure 2). 
In 2004-2005, we almost met our target of 50% 
participation for T1 electronic filing, with more than 
800,000 new electronic filers, bringing the total to 
more than 11.5 million electronic filers for the fiscal 
year. We achieved a rate of 49.4% for our filing 
season, up from 47.7% in 2003-2004. 
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Figure 2 Take-Up of Electronic Filing for Individual 
Income Tax Returns 


Percentage 


Olen ae == 
— Target 50% 
40 5 
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Electronic Filing Take-Up Rate 


io) 


2001-2002 2002-2003 2003-2004 2004-2005 


Fiscal Year 


Data quality: Good 


Our studies show that approximately 8% of returns 
cannot be filed electronically because of CRA-imposed 
exclusions. We continue to pursue initiatives to 
increase the percentage of individual returns that are 
filed electronically. 
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Meet our service standards and internal 
performance targets 


SESE AE ABRADED RAS LRP NEF DIET OO DEEP CREO IO DOE LE BNE ORD CLIN NATE A SE TOE EER I 


The telephone remains the most popular service 
channel for client enquiries. Through a toll-free 
network of call centres, our telephone enquiries 
services provide clients with a wide range of tax 
information. We are striving to improve overall client 
service, as well as balance caller accessibility? and the 
service level. Under the Government of Canada’s 
Service Improvement Initiative, we implemented a 
new service standard for all calls answered‘ within 
two minutes (previously an internal target). We met 
the 80% target set for this service standard, and 
achieved an 81% result for both general and business 


enquiries (see Figure 3). 


3. See ‘Schedule E - Glossary’ on page 84 for a definition of 
“caller accessibility” 

4. Answered calls are calls handled by an agent, as well as 
calls from clients who abandon their call within two 
minutes of entering the queue. 
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Figure 3 Percentage of Telephone Calls Answered 
Within Two Minutes? 
Percentage 
100 
95 


90 2004-2005 te 2004-2005 
85 4 Target (80%) , Target (80%) 
» 81 X 81 


2 74 


Service Level Rate 


Business enquiries 


General enquiries 


Type of Enquiry 


| 2001-2002 fH 2002-2003 MM 2003-2004 fl] 2004-2005 | 


Data quality: Good 


During 2004-2005, we achieved our caller accessibility 
target, attaining 83% for both general and business 
services. We strive to provide better overall service to 
our clients by balancing accessibility and timeliness 


(see Figure 4). 


Figure 4 Telephone Caller Accessibility® 
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General enquiries Business enquiries , General enquiries Business enquiries 


Type of Enquiry 


B 2001-2002 Target=90% ff 2002-2003 Target = 90% 
BB 2003-2004 Target = 35% ff} 2004-2005 Target = 80% 


eee Enquiries Targets: 


BB 2001-2002 Target = 90% fH 2002-2003 Target = 90% 


| General Enquiries Targets: 
} Be 2003-2004 Target = 80% @ 2004-2005 Target = 80% 


Data quality: Good 


A variety of tools help ensure that clients find our 
services reliable and responsive. One tool is our 
quality assurance program, which evaluates the 


reliability of our telephone services. Results for 


5. During the six weeks of the fall 2004 labour disruptions 
with fewer phone lines staffed, we believe that we mostly 
met these standards. We have excluded these results, 
because they do not fairly represent the reduced level of 
service available to Canadians during this period. 


6. See footnote for Figure 3 Percentage of Telephone Calls 
Answered Within Two Minutes. 


2004-2005 indicate that agent accuracy remained high 


in comparison to our benchmark year. 


In 2004-2005, four new Tax Services service standards 
were introduced. To establish an equivalent 
comparison with last year, we compared our 
performance against the service standards, excluding 
the four new standards. The results showed that our 
performance improved by almost 18 percentage 
points, to 87.8%, over the previous year. Including the 
four new service standards, we met or mostly met 
89% of all service standards for Tax Services programs 
this year. We met or mostly met seven of the nine 
most important service standards, involving high 
impact or high volume activities, and exceeded our 
timeliness targets for processing both paper and 
electronic T1 returns, as well as our target for 
processing GST/HST returns. 


Our commitment to mail out 95% of Statements of 
Arrears and Statements of Interim Payments on time in 
accordance with our service standards fell short this 
year. For Statements of Arrears, we achieved a 

63% success rate. For Statements of Interim Payments, 
the figure was only 49%. We are currently 
implementing a plan to improve these results. 


ap A ee RP RT RS RT, 


/_ Assess returns accurately 


PR LI TELE MY IEMA E CEA EE 


The primary tool for determining whether we assess 
returns accurately is our T1 Quality Evaluation 
Program, which reviews initial assessments of tax 
returns for individuals for each processing year. Our 
review for the 2004 processing year found that 
processing errors with a direct impact on a client's 
refund or balance due declined to approximately 1%, 
which demonstrates an improvement over the 

1.4% rate found the previous year. Although taxable 
processing errors that directly impacted a client’s 
refund or balance due were relatively rare, the 
amounts involved, on average, were significant— 
typically, $300 to $400 per error; this amount has 
remained stable over the past six years. 


Considering the complexity of tax legislation, it is not 
surprising that we find errors made by clients on their 


CCRA Annual Report to Parliament 


od 


~ 


eee 


Sten. 2 
we ne eee ne ere mene ng 


tax returns. While some client errors could result in 
additional tax owing’, others could result in clients 
paying more tax than required. Our objective is to 
collect the correct amount of tax. The CRA strives to 
be fair in all aspects of its activities because we 
believe that fairness is crucial to maintaining integrity 
in our tax administration. Under our Beneficial Client 
Adjustment program in 2004-2005, we refunded over 
$68 million to more than 343,500 individuals who 
under-reported at-source tax deductions or 

Canada Pension Plan contributions on their returns. 
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Y Maintain or increase client satisfaction 
levels 


ee ee a oe 


All CRA activities undertaken within this expected 
result apply to maintaining and increasing client 
satisfaction levels. In addition, we have a 
client-focused annual survey to determine first-hand 
the level of client satisfaction with our services. 


The CRA’s 2004 Annual Survey puts client satisfaction 
with the CRA as a whole at 62%, a result similar to that 
of the previous year®. Clients’ overall satisfaction 
rating of Tax Services fell slightly, from 70% in 
2003-2004 to 67% in 2004-2005. On the other hand, 
94% of clients were either somewhat satisfied or very 
satisfied with the time it took to receive their Notice of 
Assessment or refund (compared to 88% in 
2003-2004). Overall, we have maintained client 
satisfaction levels. 


7. Results from our matching and related programs that 
relate to underreporting of income can be found on 
page 34 (see Figure 9). 

8. The survey is administered by telephone to a national 
random sample of adult Canadians. For the 2004 CRA 
Annual Survey, 3,051 interviews were completed across 
Canada, representing an 11% response rate. The response 
rate was calculated using the Professional Marketing 
Research Society's standard format. This response rate is 
similar to those reported for phone surveys by major 
private survey research firms in Canada. While the CRA 
had taken a number of steps in its survey design, there 
remains the potential for nonresponse bias. 
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¥/ Continue growth in programs and services 
administered by the CRA on behalf of the 
provinces and territories 


PARSONS ORIOL ILA OLA NE PIN PEIN BNOED PLEIN IDO RS YO EE MSE LMS PO 


The CRA is a key service provider for other federal 
agencies and departments, as well as for Canada’s 
provinces and territories. We administer individual 
and corporate taxes for most provinces and territories. 
In 2004-2005, the Government of Canada renewed 
Tax Collection Agreements with nine provinces and 
territories. To improve accountabilities with the 
provinces, we also finalized a new Service 
Management Framework (SMF) with the Government 
of Manitoba. This will serve as a model for future 
SMFs with other provinces and territories, since it is 
the first to refer to the updated Tax Collection 
Agreements. 


In April 2004, we signed a memorandum of 
understanding with the Government of British 
Columbia to establish an integrated business 
registration system accessible by clients on the 
Internet. This online business registration system will 
use the CRA Business Number as a common business 
identifier. The streamlined registration system reduces 
the administrative burden on businesses located in 
British Columbia, and simplifies their interactions with 
federal and provincial governments. 


We worked towards an agreement with the 
Government of Ontario to implement a single 
administration for corporate tax, simplifying the filing 
process and reducing the compliance burden on 
businesses. We hope to conclude the agreement 
during 2005-2006. 


The trend towards self-government has increased 
opportunities for greater business relationships with 
First Nations. During 2004-2005, we supported the 
Department of Finance Canada in its negotiations with 
First Nations on establishing new tax administration 
agreements. Agreements were finalized with nine 
Yukon First Nations on collecting First Nations GST. 
The Kluane First Nation also signed a First Nations 
Personal Income Tax Agreement, joining the eight 
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others that had signed such agreements in previous 
years. In addition, the Whitecap Dakota First Nation in 
Saskatchewan became the 10" First Nation to sign an 
agreement allowing the CRA to collect First Nations 
tax related to fuel, tobacco and alcoholic beverages 


sold on reserve. 


Overall, our measures indicate that the majority of 


Canadian individuals and businesses continued to 


participate voluntarily in Canada’s tax system and to 
meet their obligations in 2004-2005. Where individuals 


and businesses do not comply with our tax laws— 


whether intentionally or not—the CRA delivers a wide 


range of programs to help protect Canada’s tax base 


and ensure that Canadians pay their required taxes. 


Non-Compliance: Checks and Balances 


Elements of Tax Non-Compliance 
Non-Filing and Non-Registering: 


Individuals and businesses fail to file income 
tax and/or GST/HST returns, or to register for 
GST/HST 


Inaccurate reporting: 


Income is undisclosed or understated, and/or 
expenses/credits/rebates are overstated or 
overclaimed on returns filed by individuals and 
businesses 


Non-remittance: 


Failure to remit payroll deductions, federal and 
provincial/territorial taxes, or GST/HST as 
required 


Tax integrity is closely linked to the public’s 


ChecksandBalances ts 


, ° 


Outreach activities 
Employer compliance 

Trust account examinations 
GST/HST Delinquent Filer Program 

Non-Filer/Non-Registrant Program 

Third-party information reporting (information slip reporting) 
Exchange of information 

Compliance research 

Risk assessment (random or compliance sampling) 

Document matching 

Audit and review 


Penalties 


Investigation and referral to the Department of Justice Canada for 
prosecution 


Collections 


perception of our tax system. We monitor the public 
opinion environment because the magnitude and 
composition of non-compliance can be influenced by 
changes that are both internal and external to the 


The CRA’s robust set of checks and balances (see the 
table entitled ‘Non-Compliance: Checks and Balances’ 
on page 30) include both preventive and detective 
controls, and an active collections program. 


To provide us with a systematic approach to 
monitoring and measuring compliance, we completed 
the development of our Compliance Measurement 
Framework (CMF) and its supporting system in 
2004-2005. The CMF will significantly enhance our 
knowledge of compliance behaviour. We will use the 
results of our compliance monitoring activity to 
increase awareness of the factors that influence 
compliance and the extent to which our current 
service and program strategies are achieving their 
compliance objectives. The October 2004 OECD 
Guidance Note, entitled Compliance Risk 
Management: Managing and Improving Tax 
Compliance, recognized the CRA’s leadership role in 
developing such a framework. 


CRA. Although it is not possible to establish a direct 
link between views expressed in public opinion 
research studies and actual compliance behaviour, 
understanding public perceptions can help us adjust 
the way we deal with and communicate to Canadians. 
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Among our sources of information is the CRA Annual 
Survey”, which for 2004 found that 68% of 


5 respondents agreed with the following statement: 


“Given the opportunity, most people would hide 
income or overstate an expense or deduction to avoid 


paying tax.” This result represents an increase from 


— 64% in 2003. In addition, three out of four 


_ respondents to this survey agreed with the following 
statement: “The CRA would not know about income 


received in cash unless you declare it” (76% in 2004, 
versus 66% in 2003). When the public was specifically 
asked about what the CRA should do about tax 
cheating, the vast majority of people believed the CRA 
should better inform Canadians about the penalties 
for tax cheating, with a smaller majority agreeing that 
the CRA should increase the use of audits and 
penalties. Although not a reflection of actual 
non-compliance levels, this information, coupled with 
the results of other research and surveys—such as a 
recent CROP survey! that segmented and tracked 
Canadian society according to their values, 
motivations and behaviours—supports our view that 
the CRA needs to continue to pay close and long-term 
attention to flagrant non-compliers. 


We have established a strategy for further 
strengthening compliance and tax integrity in both the 
short and the long term. In 2004, the CRA undertook a 
comprehensive, Agency-wide review of the risks 
facing tax administration in Canada. The review 
spanned all program areas, and involved identifying 
key areas of risk, as well as developing 
comprehensive strategies to address those risks. This 
review confirmed that our top risk areas are 
aggressive tax planning, the underground economy, 
GST/HST compliance, and non-filers/non-registrants 
and collections. We started implementing these 


9. See the footnote on page 29 for further information 
regarding the CRA’s Annual Survey. 

10. Compliance, Tax Evasion and Social Change in Canada in 
2003—3SC 2003 Final Report, Crop Marketing Research 
Opinion Survey. 


strategies in 2004-2005 (see the section entitled, 
‘Context: Strategic Risks and Priorities’ on page 17). 
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Achieve overall high levels (over 90%) of 
filing, registration and remittance 
compliance by individuals, corporations, 
businesses and employers 


Our measures and indicators for filing, registration 
and remittance compliance demonstrate continued, 
strong overall performance for 2004-2005 (see the 
table entitled, ‘Estimated Compliance Rates and 
Indicators’ on page 25). 


Although several of these results did not meet our 
expectations, our estimates show that participation in 
the tax system among individuals remains high. Close 
to 93% of the Canadian population over 18 years of 
age filed a return or paid on time for the 2003 tax 
year. These results are especially important given that 
individuals make up a large proportion of our 

client base. 


Employers play a vital role in maintaining compliance 
among the large number of individual taxpayers— 
employers must make payroll deductions, remit 
amounts that are deemed “in trust for the Receiver 
General for Canada,” and report employment-related 
earnings to the government. Of the $305 billion in tax 
collected by the CRA in 2004-2005, 66%, or 
$200 billion, was from personal income tax paid by 
individuals. Of this amount, $171 billion, or 86%, was 
collected by some 1.5 million employers through 
source deductions. Although our estimates for 
2004-2005 fall just short of our 90% target, remittance 


compliance among employers remains strong, with 
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approximately 90% of the employer population i 


meeting their obligations to withhold and remit 
payroll taxes. 


Other forms of third-party reporting, such as various 
information slips, also play a vital role in maintaining 
compliance among the 24 million Canadian taxpayers. 
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/ Meet benchmark for number of returns 
and registrations secured through the 
Non-Filer Program 


As the basis for establishing each filer’s tax liability, 

a tax return is the first and most important step in the 
compliance process. Our Non-Filer Program is aimed 
at identifying high-risk cases based on danger of loss 
and assessment potential. Our Non-Registrant 
Program seeks to ensure that all those who are 
required to register for the GST/HST meet their 


obligations. 


In 2004-2005, our Non-Filer Program generated 
795,000 T1 and T2 returns from individuals and 
businesses that did not meet their filing requirements 
(see Figure 5), while our GST/HST Non-Registrant 
Program identified 4,123 non-registrants that did not 
comply with GST/HST legislation as required. This 
figure has increased from 4,050 in 2003-2004. The 
Non-Filer/Non-Registrant (NF/NR) Program also 
initiated legal action that led to the conviction of 
1,232 taxpayers, resulting in more than $1.3 million in 
fines and seven prison sentences. The fiscal impact for 
the NF/NR Program is noted in Figure 16 on page 37. 


Figure 5 Number of Non-Filers Identified 
Thousands 
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/ Risk assessment processes to identify 
reporting non-compliance are effective 


Se ST ERO a SS ERE NT! 


Our self-assessment system is based on complete and 
accurate voluntary reporting by our clients. This 
means reporting all taxable income and other 
information required under the law. It also means 
claiming only allowable expenses, deductions and 
credits in determining one’s tax liability. 


Overall, our measures and indicators indicate that 
reporting non-compliance is found only in a minority 
of the general population, although in total it is 
financially significant. 


Of note, the random sample conducted as part of the 
Processing Review Program shows that the vast 
majority of claims by individuals for key deductions 
and credits not subject to third-party reporting is 
correct. Overall rates of non-compliance in this sector 
have been slowly increasing, however, over the past 
number of years (see Figure 6). Several initiatives are 
in progress to address this rise in the number of errors 
being made. We are conducting several studies 
involving client profile analysis as well as exploring 
new client education methodologies. It should be 
noted that indicators suggest the vast majority of 
errors made by clients result from non-deliberate acts, 
including mistakes in interpretation and mathematical 
errors. Increasing complexity of income tax legislation 
is viewed to be a contributing factor. 


Figure6 Estimated Rate of Individual Income Tax 
Non-Compliance 
Percentage 
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An area of higher risk relates to the financial reporting 
of self-employed individuals. Our studies show that 
8.6% of this group are non-compliant in the amount of 
$5,000 or more in tax. 


Similarly, random sample audits indicated that 8.5% of 


small and medium-sized corporations were 
non-compliant in the amount of $5,000 or more in tax. 


In addition to indicators about specific client groups, 


we look at macro indicators of compliance 

(see Figure 7). For example, personal income 
reported to the CRA tracks favourably, relative to 
personal income estimated by Statistics Canada; and 


_ GST revenues track consistently with retail sales and 


_ personal expenditures on goods and services. 
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1 Figure 7 Macro Indicators of Compliance 
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Note: 1996 was selected as the base year for analysis, with a value of 
100 assigned for each of the three factors. Changes in subsequent 
years are indicated in relation to the base year. 

The need for effective processes to identify 
non-compliance is fundamental to managing tax 
compliance risk and ensuring that people pay their 
required taxes. We manage our approach to 
non-compliance through a range of different 
programs tailored to the characteristics of specific 
client groups. Depending on the nature of the 
non-compliance, our approach may involve outreach, 
review, enforcement or a combination of these 
elements. 


The CRA processes tax returns with an automated 
review of the information reported, but the returns 
may be subject to further review at a later date under 
our post-assessment programs. Since we must work 
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within established budgetary limits, we depend on 
risk assessment systems to target the largest share of 
our compliance resources to areas of high risk. The 
aim is to administer the tax system more effectively, 
recover the appropriate amount of tax, and impose 

a smaller burden on compliant taxpayers. This 
approach complements the robust checks and 
balances listed in the table entitled, ‘Non-Compliance: 
Checks and Balances’ on page 30. 


When we find errors early during processing, we can 
recover funds owed to the Crown at a lower cost than 
that of undertaking enforcement actions later on in 
the process. As a result, once tax returns are filed, the 
CRA conducts pre-assessment reviews based on a risk 
scoring approach to select returns for detailed review. 
Through these reviews, we assess significant 
additional amounts every year, including an additional 
$86 million in taxes during the past fiscal year 

(see Figure 8). 


Figure 8 Taxes Assessed through Pre-Assessment 
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Note: Due to the time required to produce and validate our data, the 
results reported from this program are always one year behind. In 
addition, due to certain field review coverage requirements and other 
issues concerning shifting field review priorities, some variations from 
year to year are expected. 

The post-assessment reviews of key credit and 
deduction items involve both targeted reviews based 
on risk assessment as well as random reviews. The 
random reviews facilitate both an estimation of the 
non-compliance rate for these deductions and credits 
as well as ongoing refinement of risk assessment 
rules. The success of our risk assessment approach at 
this stage is demonstrated by average targeted 
recoveries exceeding random recoveries by a ratio of 


about 3.4 to 1. 
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Post assessment reviews also include the income 
matching program which involves comparing income 
reported by third parties on information slips to 
income amounts reported on individual returns. The 
post assessment review of key deductions and credits 
combined with the review of income for inaccurate 
reporting generated tax assessments exceeding 

$600 million relative to the 2004-2005 program 

(see Figure 9). 


Our matching process was redesigned prior to the 
2003-2004 fiscal period. Unanticipated system issues 
resulted in a decrease of over $180 million in tax 
assessments from 2002-2003. Our redesign is now 
complete, however, and plans are in place to make up 


for the lost revenues. 


Figure9 |ndividual Income Matching and Processing 
Review Program Results 
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The CRA has developed risk assessment systems that 
are used to provide a preliminary assessment of 
compliance. Tax returns or accounts with 
characteristics indicating the possibility of 
non-compliance are flagged, and their relative risk is 
used to help prioritize further compliance actions. The 
risk assessment systems are supplemented by the 
knowledge and experience of compliance specialists 
in order to make a final selection of accounts for 
compliance action, such as an audit. The estimated 
percentage of tax accounts deemed to be at 


substantive risk of non-compliance remained 


Sin tte ot ee et 


relatively constant for GST/HST accounts in 
2004-2005. The estimated percentage for 
self-employed individual accounts steadily increased 
over the past four years (see Figure 10). 


Figure 10 Estimated Percentage of Business Accounts 
Deemed to be at Substantive Risk of 
Non-Compliance 
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Note: The percentages identified are not a reflection of 
non-compliance for these sectors. Rather, they represent the 
percentage of accounts having possible tax at risk, with respect to 
reporting compliance. 

One way we evaluate the success of our risk 
assessment processes is by comparing the results of 
our targeted audits, with the results of random audits. 
In 2004-2005, we developed baseline measures of 
non-compliance from our Core Audit program. This 
program used statistical methods to select a random 
sample of small and medium-sized enterprises (SMEs) 
in order to estimate reliable compliance rates. These 
measures were estimated separately for self-employed 
and corporate tax filers, as well as for GST accounts. 


Figure 11 compares the percentage of audits revealing 
non-compliance of $5,000 or more from the Core 
Audit program, with the results of targeted 
compliance audits from our SME audit program in 
2004-2005. The substantial difference noted with the 
targeted programs, which range from factors of about 
three to six times as effective, indicates that our risk 
assessment processes are working. 
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Figure 11 Non-Compliance Identification: Comparison 


of Core Audits to Targeted Audits 
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_ We are also working to identify increased cases of 
_ possible GST/HST non-compliance through the 
profiling of high-risk registrants, informant leads, 
partnerships with other law enforcement agencies, 
and audits and investigations. 


Large multinational corporations that maximize their 
( profits through tax avoidance and by obtaining tax 
_ rebates are a major component of our international 
workload. We address these risks by focusing on 
industry-specific issues; offshore transactions; 
_ valuation of intangible assets; loans and financing; 
and the restructuring of entity operations to push 
profits out of Canada. In 2004-2005, we assessed 
approximately $1.2 billion in additional tax 
| (comprised of federal tax, penalties, interest and 
provincial/territorial tax) from adjustments to 
international transactions. 


For those involved in repeat or deliberate 
non-compliance, the CRA enforces criminal sanctions 
that are intended to ensure compliance by deterring 
fraudulent behaviour. In addition to Non-Filer/ 
Non-Registrant prosecution results, this year, 

243 income tax and GST/HST investigations 
(including 28 GST cases by the Ministére du Revenu 
du Québec) were referred to the Department of 
Justice Canada for prosecution. These and previous 

| years’ referrals resulted in convictions for tax evasion 
or fraud in 250 cases, including 39 in Quebec courts, 
in 2004-2005. In all provinces/territories, courts 
imposed close to $13.3 million in fines and more than 
20 years of prison sentences. The convictions related 
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to a revenue loss of $14.3 million. We obtained 
convictions in 97% of the cases prosecuted 

(see Figure 12), demonstrating the effectiveness of 
our risk approach to the identification and 
prosecution of cases of wilful non-compliance 
and fraud. 


Figure 12 Conviction Rates 
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As part.of our Special Enforcement Program, in 
2004-2005, we conducted 1,196 audits of clients 
suspected of earning income from the illegal 
economy. The audits identified close to $75 million in 
additional tax owing (see Figure 13). 


Figure 13 Results from Special Enforcement Program 
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x Meet audit coverage level commitments 
to the Government of Canada 


We audit all types of tax returns. Our audit coverage 
rates vary depending on the risk and the taxpayer 
population being considered. 


Starting in 2001-2002, additional funding from 
Treasury Board allowed us to gradually increase the 
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number of audits we complete each year; audit 
coverage rates were established on the basis of the 
population at that time. Although we met all of our 
internal targets (with the exception of the small and 
medium-sized business sector), which were based on 
available funding, we did not meet our audit coverage 
rate commitments for 2004-2005 (see Figure 14 and 
Figure 15). The reason, in part, is because of changes 
in population, which were not considered when the 
funding was originally approved. We recognize the 
need to redefine our commitments to the Government 
of Canada, based on available funding, population 


sizes and risk management. 


Figure 14 Audit Coverage Rates—Large Business 
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Figure 15 Audit Coverage Rates—Small and 
Medium-Sized Business and GST/HST Files 
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/ Identify issues and make 
recommendations to the Department of 
Finance Canada for legislative changes 
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In 2004-2005, we joined with the Department of 
Finance Canada in various negotiations involving tax 
treaties. In response to a recommendation from the 
23'4 Report of the Standing Committee on Public 
Accounts in June 2003, we report that Canada has 
83 tax treaties concluded by the Department of 
Finance Canada and currently in force. Another six 
treaties have been signed but are not yet in force, 
while 17 are under negotiation or renegotiation. We 
have also signed a Memorandum Of Understanding 
with the tax commissioners of Australia, the United 
Kingdom, and the United States to establish the Joint 
International Tax Shelter Information Centre GITSIC) 
to deter the promotion of, and investment in, abusive 
tax schemes. In the cases involving the use of offshore 
tax planning arrangements that are currently under 
review, the amount of tax at risk is estimated at 

$658 million. In addition, the most recent figures 
show that approximately $4.4 billion in tax was paid 
by non-residents of Canada on income earned from 
Canadian contract services, investments, pensions, 
disposition of taxable Canadian property and other 
sources of taxable income in Canada. 


In 2004-2005, we established the necessary 
infrastructure and partnerships for advancing charities 
reform to improve the legislative and regulatory 
environment in which the charitable sector operates. 
Further, 69 recommendations made by the Joint 
Regulatory Table were accepted in full or in part by 
the Department of Finance Canada and were reflected 
in the federal budget speech of March 2004. Each 
supported or partially accepted recommendation has 
been captured within the context of a five-year 
regulatory reform action plan. 
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/_ Participate in meaningful discussions with 
domestic and international associations 
and committees to address the risk of 
non-compliance in areas such as 
e-commerce and tax havens 


We rely on strategic partnerships with tax treaty 
partners to solve common problems and identify best 
practices. The CRA plays a significant leadership role 
_in various international organizations and 
associations, such as the Pacific Association of Tax 
Administrators. We have also been actively 
_ participating in OECD initiatives to improve the 
_ teliability of accounting software and electronic point 
| of sale systems. Through co-operation between tax 
authorities, software developers, businesses and 
public accountants, the following documents were 
developed and posted on the OECD website: 


: 


- Guidance on Tax Compliance for Business and 


Accounting Software Developers and Guidance on 
Standard Audit File dncome and GST/VAT Taxes). 
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Y Meet anticipated fiscal impact levels of 
our compliance programs 


a 


In 2004-2005, our programs to address 
non-compliance identified a total fiscal impact of 
close to $10.2 billion (see Figure 16). These results 
exceeded our commitment of $8.7 billion to the 
Government of Canada by 17%, and are similar to our 
fiscal impact results in prior years. We recognize that a 
portion of our fiscal impact results will be subject to 
} appeals and/or will be uncollectible. 


| These results also include $1.2 billion in outstanding 
payroll taxes assessed by the CRA in 2004-2005. 
Although this total represents a decrease of 5.3% 
compared with 2003-2004, the number of accounts 

| reviewed and examined has increased year over year. 
The resulting average dollar amounts assessed per 
review have declined. 
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Our fiscal impact totals also include results in 
addressing the underground economy through the 
Contract Payment Reporting System, where results 
exceeded our commitment to the Government of 
Canada in 2004-2005: 33,050 additional individual and 
corporate tax returns were filed, totalling more than 
$233 million in federal and provincial/territorial 
assessments and registered or reactivated 565 GST/ 
HST accounts. 


Figure 16 Total Gross Fiscal Impact of 2004-2005 
Tax Compliance Activities 
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Data quality: Good 


Note: Total gross fiscal impact includes federal and provincial/ 
territorial tax (participating provinces/territories only), federal tax 
refunds offset or reduced, interest and penalties, and present value of 
future tax assessable, where appropriate. 


* Other Audit Programs include Tax Avoidance, International Tax 
Programs, Tax Incentives and Investigations. 


In 2004-2005, we invested additional resources in 


revenue collections to increase revenues and to 
identify uncollectible debts to be written off. By doing 
so, we were able to eliminate the gap between the 
dollar value of accounts resolved and the intake of 
new debt, lower the ratio of gross tax debt to gross 
cash receipts, and reduce the inventory of older 


accounts. 


Almost all reported income taxes are paid on time by 
individuals and businesses (see ‘Estimated 
Compliance Rates and Indicators’ on page 25). 
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/__ Level of tax debt is within forecasted 
dollar levels 


Managing tax debt is a significant challenge, since the 
CRA has limited control over the external 
environment. According to available information, the 
collection of tax debt is a growing problem for a 
number of OECD countries. 


Multiple initiatives implemented in 2004-2005 helped 
to improve tax debt management. In 1999-2000, our 
internal estimates of year-over-year trends in the 
growth of tax debt had projected that gross tax debt 
would climb to almost $29 billion in 2004-2005 with 
the level of resources that were available at that time. 
We estimated that, with additional resources, we 
could slow this growth. A request for additional 
funding to manage the growing level of tax debt was 
made to the Government of Canada in 2000-2001, and 
was accepted. Performance results show that the level 
of tax debt, at $18 billion, is considerably below the 
$20.2 billion, which was the amount projected in the 
CRA’s 2001 Resource Management Review submission 
to the Government of Canada requesting the 
additional funding (see Figure 17). 


Figure 17 Projected Growth in Tax Debt 
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ZY Meet cash collection commitments to the 
Government of Canada 


Cash collections in 2004-2005 totalled $8.84 billion, 
exceeding our $8.54 billion cash commitment to the 
Government of Canada by approximately 

$300 million. This represents a decrease from the 
$9.42 billion collected in the previous year, mainly 
due to our increased focus on resolving older 
accounts, as well as the lower intake of new debt. 
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Y Dollar value of accounts resolved meets or 
exceeds the intake of new debt (assuming 
stable levels of intake) 
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The 2004-2005 fiscal year represented a milestone in 
terms of the production recorded by Tax Services 
Offices (cash collections plus write-offs, in whole or 
in part) relative to tax debt intake. Production 
matched the intake of new debt. In other words, 
accounts resolved (cash collections, plus 
approximately $2.4 billion in write-offs, in whole or in 
part), which totalled about $11.2 billion, represent the 
equivalent of 100% of new debt (see Figure 18). If this 
trend continues, it should contribute to a significant 
slowing of the growth of tax debt. Contributing factors 
are: a 4% decrease in intake; the increased effort to 
address new debt in 2004-2005; and the significant 
increase in write-offs. 


Figure 18 Tax Services Offices—Intake, Accounts 
Resolved and Cash Collections 
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/ Stabilize or prevent further deterioration 
in the ratio of outstanding tax debt to 
gross cash receipts 


etserte: 


The ratio of our tax debt to our gross cash receipts 
decreased slightly to 5.43% in 2004-2005 from 5.54% 
in the previous year. External factors, such as 


dividual debt load or income levels of 

_ self-employed individuals whose taxes were not 
deducted at source, can affect this ratio. Internal 
factors also exert an influence on this ratio, such as 

e amount and status of tax assessed as a result of 
audits, the timing of processing, and the accumulation 
Ke of accrued interest on older accounts. Consequently, 


| this ratio is used as a trend indicator of the global 


~ 


-< 


performance of our tax debt management strategy 


rather than as a performance target. 
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Y_ Increase productivity, as measured by cost 
to resolve $1,000 in tax debt 
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To facilitate the timely resolution of routine accounts 
outstanding, we directed newly-assessed, 

_ high-volume, low-risk accounts to our National 
Collections Call Centre. In 2004-2005, more than 

_ $1.5 billion in payment arrangements for over half a 
million accounts were made, an increase of almost 

_ 3% over last year’s dollar value. 


In 2004-2005, we marked the second complete year of 
the T1 national workload, where work is distributed 
| on the basis of available resources and capacity, 

| regardless of geographical boundaries. The strategy is 
| to resolve routine tax debt with minimal enforcement 
\ action within a specified period of time, in order to 

| allow our TSO collections agents to concentrate on 
more complex T1 accounts. Additional resources were 
| added in the third quarter to increase production and, 
asa result, overall cash collections totalled 

| $676 million, an increase of nearly 24% over last year. 
| This year was the first full year that the GST revenue 
| line was added to the national workload; in 
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2004-2005, it generated cash collections of an 
estimated $387 million. 


We were able to reduce our Tax Services Office’s cost 
to resolve $1,000 in tax debt to $16, down from $17 in 
2003-2004. 


aera 


Reduce the inventory of older accounts 
(greater than five years) relative to 
prior years 
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Reducing the size of the inventory of older accounts 
continued to be a high priority in 2004-2005. We 
reviewed outstanding accounts and reduced many to 
their net realizable value (see Figure 19), thereby 
resolving over $1 billion in older inventory 

G.e., greater than five years of age). As a result of this 
special initiative, the proportion of accounts over five 
years of age within our total TSO inventory decreased 
from 19% to 17%. 


Figure 19 Tax Services Offices—Write-Offs 
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In contrast to the progress on our older inventory, the 
proportion of accounts under one year of age in our 
inventory rose in 2004-2005 due to the impact of the 
labour disruption in 2004 (see Figure 20). As for 
accounts between one and five years of age, we were 
able to keep their proportion stable, at slightly less 
than 50%. We expect that our approach to resolving 
older accounts will continue to yield positive results 
and help us achieve our objective, which is to 
continue to reduce the size of the inventory to fulfill 
our commitment to the Government of Canada. 
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Figure 20 Tax Services Offices—Aging of Tax Debt 
S Billions 
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Note: Tax Services Office inventory excludes accounts handled by the 
National Collections Call Centre. 


JY Enhance processes for managing tax debt 


The CRA has been implementing a debt management 
strategy to stem the growth of our tax debt inventory 
and reduce the proportion of older accounts. We 
continue to work towards the following objectives set 
when the CRA received additional funding from the 
Government of Canada under the Resource 
Management Review: increase risk identification; meet 
our cash collection commitment to the Government of 
Canada; increase the ratio of resolved accounts to the 
intake of new debt; and reduce the age of tax debt. 


The Board of Management encouraged the CRA to 
review the underlying factors driving the growth in 


the level of tax debt over the past few years. To this 


effect, a management review!! was completed in 


11. The Executive Summary of the Review of the 
Management of Accounts Receivable is available at 


http://www.tbs-sct.gc.ca/rma/database/ 
idet_e.asp?id=11865 


January 2005. Its objectives were to identify factors 
influencing the growth, provide assurance that tax 


debt is managed effectively, and identify opportunities 
for potential improvement. 


This review found that, while growth in tax debt 
results partly from factors beyond our control 

(e.g., heavy individual or corporate debt loads result 
in late payments), overall, the CRA is managing factors 
within its control through approaches set out in our 
tax debt strategy. For example, national pools for 
routine collections were established. These allowed 
telephone-based collection work to be distributed 
regardless of regional boundaries, and freed up staff 
to focus on older, more complex accounts. Further 
opportunities for improvement will be addressed 
through specific strategies in the coming years. 


We have recently launched the Revenue Collections 
Business Transformation Initiative. This initiative will 
better position the CRA to integrate the collections 
workloads of other government departments. One of 
the key components to the effective transformation of 
our business is the modernization of our technological 
platform CUintegrated Revenue Collections). It will 
support our move towards an integrated, 
client-centred approach, and improve our ability to 
manage debt and compliance issues. 


This modernization of technology will allow us to 
efficiently manage and distribute our workload and to 
develop and deploy strategies that are best suited to 
resolve client issues. In 2004-2005, we developed a 
conceptual framework of our data environment for 
exploratory and compliance research activities. 
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Benefit Programs and Other Services 


The Benefit Programs and Other Services business 
line delivers income-based benefits, credits and other 
services that contribute directly to the economic and 
social well-being of Canadians. Through this business 
line, we administer four federal programs: the Canada 
Child Tax Benefit (CCTB), the Goods and Services 
Tax/Harmonized Sales Tax (GST/HST) credit, 
Children’s Special Allowances (CSA), and the 
Disability Tax Credit (DTC). We also use our federal 
delivery infrastructure to administer 17 ongoing child 
benefit and credit programs for the provinces and 
territories. In total, we deliver income-tested child 
benefit programs for nine of the 11 jurisdictions that 
have established programs since 1996. We also 
provide data to facilitate provincial administration for 
the remaining two (Ontario and Quebec). 


We supply information authorized by law to federal, 
provincial and territorial clients to support the delivery 
of their income-tested programs; we issue rulings for 
the Canada Pension Plan (CPP) and Employment 
Insurance (EI) programs; and we account to our 
clients about the work that we do on their behalf. 


Our work is supported by strong federal, provincial 
and territorial legislation that clearly identifies who is 
eligible to receive benefits and how much they are 
entitled to receive. We rely on consultations with our 
clients to define program objectives and identify 
cost-effective solutions for delivering benefit programs 
and other services, using flexible and adaptable 
systems. Public Works and Government Services 
Canada acts as our agent, issuing cheques and direct 
deposit payments on our behalf. Canada Post delivers 
our payments, ensuring that clients receive the 
benefits they expect on time. 


Spending Profile 


In 2004-2005, this business line accounted for 7% 
($222.7 million) of the CRA’s overall expenditures. Of 
this amount, 28.4% was devoted to program direction, 
split between Benefit Programs—Administration (26%, 
$57.9 million), and CPP/EI Eligibility (2.4%, 

$5.4 million). 


The remaining 71.6% ($159.4 million) was devoted to 
statutory direct transfer payments under the Children’s 
Special Allowances program (see Figure 21), up from 
$147.4 million in 2003-2004. 


The Relief for Heating Expenses program, which paid 
out some $4.2 million to Canadians in 2004-2005 and 
$7.2 million in 2003-2004, is now accounted for in the 
Corporate Management and Direction business line. 
The payments associated with this program will 
gradually be phased out. 


Figure 21 Resource Spending by Programs 


($ million) 
|B Benefit Programs - 
Administration $57.9 


BB Statutory Payments $159.4 | 


| Ml CPP/EI Eligibility $5.4 
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Total Spending: $222.7 million 


Data quality: Good 


" sadIMlas JU10 pue 


sweibOld yaueg 


41 


42 


A ee od 


a eo arent nt 


Key Volumetrics 


CCTB: Distributed ahniost $8. 7 billion to over £3: 2 siillty eeipients ineludieiaen over 2 $3 billion! in Naeerdil Child paren t simaenene | 
~ and over $34 million in Child Disability Benefits | 
GST/HST Credit: Distributed over $3.2 billion to almost 9.5 million recipients 7 
Provincial/Territorial Programs: Provided over $272 million in ongoing payments to almost 795,000 clients and over $4.6 million 
(net of offsets) in one-time payments for Nova Scotia } 
Children’s Special Allowances Program: Distributed approximately $159.4 million 
Disability Tax Credit Program: Provided approximately $508 million in income tax credits for over 435,000 severely disabled 
individuals 
~ Client Services: Handled over 8.6 million telephone enquiries; recorded over 1.9 million visits to the ‘Child and Family Benefits 
section of the CRA’s website. 
Processing: Processed over 660,000 benefit applications and elections, and over 639,000 account maintenance adjustments 
processed; issued over 70 million benefit payments : 
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Performance Report Card 


Spaced Gukconien: 
* Canadians receive their rightful share of entitlements 


+ Provinces, territories and other government debarnent ba onthe CRA asa ke service provider 


eae nce Data 
Rating Quality 
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Performance against Expectations 


Maintain high program awareness and take- -up through effective communications tools 
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Meet or ‘exceed internal performance target of 99% for timely processing of benefit t payments. 


Meet or exceed established service standards of 98% for timely processing of applications and account maintenance adjustments 
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Meet or exceed internal performance targets of 98% for accurate processing of benefi t payments, applications, and account 
maintenance adjustments 
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Meet or ‘exceed internal performance target of 80% 85% for caller accessibility 


Increase the use of alternative electronic services and information channels 
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Maintain or increase client satisfaction levels 


Growth i in the programs and services administered for the provinces, territories, and other federal departments to reduce duplication | 46 
across all levels of government and to lower the overall cost of program delivery | 
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Performance against Expectations 


¥ Maintain high overall compliance in relation toc our 1r 95% benchmark 
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Performance Discussion 


The Benefit Programs and Other Services business 
line has two expected outcomes. The first is 
Canadians receive their rightful share of 
entitlements. 


It is critical that we offer Canadians the right tools and 
information. This enables them to give us the 
information we need to register them on the 
appropriate benefit rolls, and helps to ensure that they 
receive timely and accurate benefit payments. 
Canadians are likely to access these programs if they 
are informed about them and clearly understand what 
they need to do to receive benefits. We conduct 
review activities to verify that benefits and credits are 
issued only to recipients who are eligible for them, 
and that they receive the correct amounts in 
accordance with the legislation. On balance, we 
believe that we have met this expected outcome 


_ through the following: 


j 


¢ continuing our strong performance in processing 
benefit payments and associated transactions in a 
timely and accurate manner; 


e improving our telephone service, enhancing the 
transaction capabilities and the information 
available on our website, and pursuing outreach 
efforts to promote our programs and promote 
awareness of client rights and obligations; and 


_¢ ensuring that the correct amounts are being paid 


to entitled clients through the results of our 
validation and controls program, with the 
acknowledgement that overall benefits compliance 
declined somewhat from results recorded in 
previous years. 


The second expected outcome is as follows: 
Provinces, territories and other government 


_departments rely on the CRA as a key service 


provider. 


Our legislative flexibilities as an agency, our business 
expertise and the adaptability of our automated 
systems enable us to provide Canadians with a greater 
range of services on behalf of the provinces, 
territories, and other federal departments and 
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agencies, thereby eliminating duplication and 
reducing the overall cost to taxpayers. On balance, we 
believe that we have met this expected outcome, by 
administering programs and providing expanded 
services to our clients, leveraging the strong 
performance we have achieved using the federal 
benefit delivery infrastructure. 


Our performance against our Expected Results is 


described in detail throughout the rest of this chapter. 


By effectively delivering benefits and related services, 
we have also contributed to the achievement of the 


CRA’s strategic outcome. 
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| Maintain high program awareness and 
take-up through effective 
communications tools 


ee ee 


We attempt to maintain awareness of program 
requirements and take-up by using a variety of 
communications tools. These enabled us to reach 
potential benefit and credit recipients, as well as to 
inform new and existing clients about the benefits to 
which they were entitled and how to access them. 
During 2004-2005, we undertook the following 
outreach efforts: 


e We placed CCTB information inserts in our 
July 2004 notices to current child benefit clients. In 
six jurisdictions, these were accompanied by over 
709,000 provincial inserts promoting the National 
Child Benefit initiative. 

e¢ To promote direct deposit, we included six million 
inserts/enrolment forms with the October CCTB 
and GST/HST credit cheques. Over the next six 
months, the number of clients receiving their 
payments via direct deposit increased by 99,000 
for the CCTB and 182,000 for the GST/HST credit. 
The April 2005 enrolment rates of 72% for the 
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CCTB and 39% for the GST/HST credit represent 
the highest direct deposit take-up for these 
programs in at least the past four years. 


e [In co-operation with Citizenship and Immigration 
Canada, over 130,000 pamphlets and applications 
were placed in their Welcome to Canada kits to 


inform newcomers about potential benefits. 


As we reported last year, the most recent study of the 
take-up rate for the CCTB program! indicates that the 
benefit was issued to 94.3% of clients who would be 
entitled to it (as defined by legislation). As of the end 
of the 2003-2004 benefit year, over 77.3% of families 
with children under 18 years of age were entitled to 
the CCTB, a drop from 80% recorded in the 


previous year. 


/ Meet or exceed internal performance 
target of 99% for timely processing of 
benefit payments 


We maintained our high standard by issuing on time 
over 99.8% of 70 million payments under the CCTB, 
GST/HST credit, and the various provincial and 
territorial programs that we administer. These 
payments total close to $12.5 billion, distributed to 
over 11 million low- and moderate-income recipients. 
The GST/HST credit, CCTB and CSA were adjusted in 


July 2004 to reflect increases in payment amounts and 


thresholds. We also implemented a legislative change 
to the CCTB reduction rate—that is, the rate at which 
benefits are reduced for families with net income 
above a certain threshold. The change is intended to 
increase by 10% the total number of children under 18 
covered by the CCTB. 


12. Internal CRA CCTB Take-up Rate Study 2001. Our next 


study of CCTB take-up is scheduled to follow the 2006 
Census. 


Pe 


JY Meet or exceed established service 
standards of 98% for timely processing of 
applications and account maintenance 
adjustments 
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Our monitoring studies show that we met our service 
standards for timely processing of benefit applications 
and elections!® and account maintenance adjustments 
requiring a notice to be issued!4 (see Figure 22). 


Figure 22 Processing Timeliness 
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We also processed over 1,645,000 GST/HST credit 
account adjustments during 2004-2005; these ensured 
fairness by taking into account in-year changes to 
family circumstances in a manner that is aligned with 
the CCIB. 
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/ Meet or exceed internal performance 
targets of 98% for accurate processing of 
benefit payments, applications, and 
account maintenance adjustments 
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Our monitoring studies also show that we met our 


targets by accurately issuing over 99.8% of benefit 


payments and notices when processing applications» 


and 99.5% when processing account maintenance 


adjustments (see Figure 2r8 


13. Internal CRA Quality Assurance Studies, Monitoring CCTB 
Application Processing Timeframes, April 1-30, 2004; July 
1-31, 2004; October 1-31, 2004; January 1-31, 2005. 

14. Internal CRA Quality Assurance Study, Activity Types 307/ 
308 Processing Timeframes, March 1-31, 2004. 

15. Internal CRA Quality Assurance Study, Activity Types 395/ 
397 (Accuracy), January 4-14, 2005. 

16. Internal CRA Quality Assurance Study, Activity Types 307/ 
308 (Accuracy), August 23-27, 2004. 
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Figure 23 Processing Accuracy 
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Meet or exceed internal performance 
target of 80%-85% for caller accessibility 
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Caller accessibility measures the percentage of callers 
who succeed in reaching our telephone service. We 


- met our 80%-85% internal performance target for 


CCTB, with 84% caller accessibility. For GST/HST 
credit calls, a toll-free network was introduced in the 
summer of 2004 to better route calls to agents. The 
network was one factor that contributed to the 
significant improvement in caller accessibility, which 
rose from 67% in 2003-2004 to 75% this year. 


Service level measures the percentage of calls 


~ answered!’ within two minutes of when a client 


enters the queue. We significantly improved our 
timeliness by answering 79% of CCTB calls within 

2 minutes, just below our 80% target. Our timeliness 
in answering GST/HST credit calls remained below 
target, at 74% (see Figure 24). We intend to review the 
performance target for CCTB service level in 
2005-2006 and to implement a service standard for 
CCTB service level in 2006-2007. For GST/HST credit 
calls, we will review our caller accessibility and 
service level performance after we have compiled and 
analyzed a full year’s data from the new toll-free 
network, after which time appropriate performance 
targets will be established. 


17. Answered calls are calls handled by an agent, as well as 
calls from clients who abandon their call within two 
minutes of entering the queue. For abandoned calls, we 
assume that clients received the information they needed 
from the pre-recorded messages they heard while on 
hold. 
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Figure 24 Telephone Service 
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Data quality: Good 


Y/_ Increase the use of alternative electronic 
services and information channels 


By far, the telephone is our clients’ preferred method 
of contacting us. However, our service delivery 
strategy aims to reduce a clients’ need to call by 
offering alternative service channels. The 

‘My Account’ service allows benefits clients to view 
their personal account details online 21 hours a day, 
seven days a week. In 2004-2005, we added several 
new features, such as payment summary screens that 
display past payments and expected future payments. 
Over 107,000 clients were also able to change their 
address online in 2004-2005, up 14% from the 
previous year. The year also saw a 21% increase in 
client use of the “Child and Family Benefits” section of 
the CRA’s website to get general information or to use 
our benefits simulators; the number of visits totalled 
1.94 million. This suggests that the efforts being made 
to reduce our clients’ need to call are working. 


The number of benefit calls handled through the 
CRA’s enquiries lines decreased for the second 
consecutive year, albeit only marginally, to just over 
8.6 million calls. 


The year saw a continued increase in electronic filing 
of monthly care changes by agencies to whom we pay 
Children’s Special Allowances for children in their 
care, Almost 26% of these agencies (covering over 
59% of the children for whom an allowance is paid) 
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filed electronically rather than on paper, up from 
22.5% recorded in the previous year. 


Y/Y. Maintain or increase client satisfaction 
levels 


According to our 2004 Annual Survey, ® client 
satisfaction with our performance in delivering benefit 
programs remained reasonably high. Some 75% of 
CCTB clients and 74% of GST/HST credit clients feel 
that the CRA is doing a good or very good 

job administering these programs (see Figure 25). The 
results have not changed significantly since the 
baseline survey of 2000. 


Figure 25 Program Awareness and Client Satisfaction 
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Data quality: Reasonable 


First-time CCTB applicants were also surveyed to 
determine their satisfaction with aspects of the 
application process. The survey!? showed high 
satisfaction levels, although slightly lower overall than 
those of previous years. For example, the survey 
revealed the following results: 


° 93% of respondents agreed that application 
instructions were easy to understand; 


77% 


% were satisfied with application processing 
times; 


18. See footnote on page 29 for further information 
regarding the CRA’s Annual Survey. 

19. CCTB First-Time Applicants Survey, September 12-25, 
2004. We are cautious in attributing too much 
significance to the results due to a low response rate 
(16%). 


OIE FIELDER ODED PRET ISAS ELS 


eS ROT SO LI LEER ICAL D LALO LING OEE ALLELE 


e 91% were satisfied with the information they 


received; and 


e 89% were satisfied with the service they received. 
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JY Growth in the programs and services 
administered for the provinces, territories, 
and other federal departments to reduce 
duplication across all levels of 
government and to lower the overall cost 
of program delivery 
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Our clients are not limited to the individuals who 
receive the GST/HST credit or the families who 
receive the CCTB. They also include the provincial 
and territorial governments, and other federal 
departments and agencies on whose behalf the CRA 
administers benefit programs or provides benefit 
related services. We are continuing to use our benefit 
delivery infrastructure to expand the programs and 
services we administer for our clients. Our aim is to 
improve service and eliminate duplication, reducing 
the overall cost to taxpayers. 


We administer 17 ongoing child benefit and credit 
programs for provinces and territories; many of these 
were launched under the joint federal, provincial and 
territorial National Child Benefit (NCB) initiative. In 
2004-2005, we adjusted payment amounts and/or 
thresholds for seven of our ongoing programs. The 
CRA integrates entitlements under provincial and 
territorial benefit programs with federal benefits, and 
issues a single payment. Two jurisdictions have 
specifically noted that this approach reduces 
duplication, streamlines efficiency and simplifies 


administration.2” 


In 2004-2005, we implemented seven new income 
verification data exchanges using File Transfer 
Protocol (FTP) methodology (see Figure 26). This 
brings the number of program clients to 13. Another 
four programs are being tested for implementation in 


20. NCB Progress Report 2003, published April 6, 2005, 
available at www.nationalchildbenefit.ca 


2005-2006, and we are negotiating with seven 
provinces to enrol 22 more programs. 


Figure 26 New Provincial Income Verification FTP 
Program Clients, 2004-2005 

"British Columbia Ministry of Health Services 

(Medical Premium Assistance Plan, Home and Community 

q Care Program) 


| British Columbia Ministry of Human Resources (Employment | 


_ and Assistance Program) 


"Alberta Ministry of Human Resources and Employment 
(Child Health Program, Adult Health Program) 


| Newfoundland and Labrador Ministry of Human Resources 


_ and Employment (Income Support Program) 


During the year, 7,146,809 income verification 
transactions were processed using FTP, which allows 
the CRA to release limited taxpayer information, with 
client consent, using a secure, two-way, online 
electronic data exchange. This reduces the need for 
CRA offices to release information over the counter. 


We continued to issue payments under the Nova 
Scotia Taxpayer Refund program. For the year, these 
totalled over $4.6 million (net of offsets), paid to more 
than 30,000 eligible Nova Scotians. Preparations are 
under way to sunset the program by the April 2006 
deadline specified in provincial legislation. 


To demonstrate accountability to the provinces and 
territories, we issue Commissioner’s Annual Reports, 
documenting the range and scope of the activities we 
undertake each year. 


In collaboration with Human Resources and Skills 
Development Canada (HRSDC) and Social 
Development Canada (SDC), we used our systems 
capabilities to facilitate access to other Government of 
Canada entitlements. For example, we worked 
throughout the year with HRSDC on developing and 
testing an FTP-based data exchange to support the 
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_ Saskatchewan Ministry of Health (Special CareProgram) 


July 2005 implementation of the Canada Learning 
Bond and the Additional Canada Education Savings 
Grant. During the year, we also implemented 

FTP based data exchanges with HRSDC for the 
Employment Insurance Family Supplement program, 
and with SDC for the Guaranteed Income Supplement 
program. This co-operation allows our federal clients 
to identify potential beneficiaries of these programs 
and to be responsive in issuing entitlements to eligible 
Canadians. We continue to examine options for 
further improvements in service delivery to Canadians 
with lower overall costs, over the coming years. 


We also participate with HRSDC and SDC in the 
regulatory process for the CPP and EI. In 2004-2005, 
we completed over 68,000 requests for CPP or EI 
rulings. In this regard, we exceeded the 85% service 
level specified in our memorandum of understanding 
with HRSDC and we completed on time 
approximately 93% of the requests from that 
department relating to cases where there was an 
application for EI benefits. We also exceeded the 85% 
service level and improved our overall rate for timely 
completion to 91% for all types of ruling requests, 
including requests from the public, HRSDC, SDC and 
other CRA programs (see Figure 27), in part through 
workload redistribution between our offices. 


Figure 27 CPP/EI Rulings — Percentage Completed 
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We attempt to ensure that clients receive the amount 


to which they are entitled through the activities of our 
validation and controls program. Our validation 
projects target accounts that have been identified as 
high-risk—for example, because of inconsistencies we 
note in reported marital status or other information in 
our records. We reviewed over 211,700 accounts in 
2004-2005, with a validation adjustment rate for these 
selected accounts of 57.2% (see Figure 28). This 
adjustment rate suggests that we have effective criteria 
for selecting accounts for review. 


Figure 28 Number of Cases Reviewed — Number 
and Percentage of Adjustments 
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Data quality: Good 


We informed 98.2% of clients about the results of our 
reviews within 60 days, exceeding our new timeliness 
service standard of 90%,7! 


We are as yet unable to provide the total dollar value 
for the adjustments we perform. We had anticipated 
that this new facility would be fully functional in 


2004-2005, but implementation will not be completed 
until 2005-2006. 


21. Internal CRA Quality Assurance Study, Activity Types 300/ 
671 (Validation and Controls) - Processing Timeframes, 
January 17-28, 2005. 


Maintain high overall compliance in 
relation to our 95% benchmark 


In contrast to our validation projects, we also conduct 
an annual random sample of accounts to measure 
overall benefits compliance. We estimate that 
approximately 93.2% of CCTB accounts for 2002-2003 
(the benefit year of our most recent study) had 
complete and accurate payment and account 
information (see Figure 29).?* This figure falls short of 
our 95% benchmark, an indication that overall 
compliance declined somewhat from results recorded 
in previous years. We are developing a new 
compliance strategy to ensure the overall integrity of 
our records. 


Figure 29 Percentage of Clients Receiving Proper 
Entitlement, Based on Random Sample 
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For the third consecutive year, the growth in net 
CCTB overpayment debt has been reduced. 
Overpayments are established, for example, when the 
CCTB has been paid to clients who belatedly report 
that they no longer have children in their care, or 
when our validation efforts uncover such a situation. 
Net CCTB overpayments were $8.1 million in 
2004-2005, representing 0.09% of approximately 
$8.7 billion issued during the year (see Figure 30). 
This represents a significant improvement over 
previous years. It is largely attributable to a 


22. Compliance Levels Exhibited by Recipients of Canada 
Child Tax Benefits — Final Results (April 7, 2005—target 
population as of November 2002). 
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CCTB Overpayment Debt 


$13.7 million increase in the value of T1 refunds used 
to offset CCTB overpayment debt. The net 
overpayments are also well under the new ceiling of 
0.4% that we have established for 2005-2006 to 
demonstrate proper payment control. 


Figure 30 CCTB Overpayment Debt as a Percentage of 
Current Year Payments (and Associated 
Dollar Amounts) 


Percentage 
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Data quality: Good 
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Accumulated debt from CCTB overpayments since the 
beginning of the program in 1993 stands at almost 
$207.4 million (net of write-offs). This represents 
0.27% of the $78.2 billion in payments made under 
the program. 
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Appeals 


The CRA’s Appeals program administers one of the 
Government of Canada’s largest dispute resolution 
services. We strive to provide our clients with a fair 
dispute resolution process that respects Canadians’ 
fundamental right to redress in their dealings with the 


federal government. 


Clients can dispute assessment decisions pertaining to 
their income tax (individual clients account for over 
67% of total disputes), GST/HST or excise tax, and 
Canada Pension Plan and Employment Insurance 
cases. If they are not satisfied with the results of our 
review, clients may then appeal to the courts. In 
addition, our Appeals program leads the CRA’s 
Fairness Initiative and administers our Voluntary 
Disclosures Program (VDP). Under the Fairness 
Initiative, legislative provisions are applied to forgive 
interest and/or penalties owed by clients who cannot 
comply with tax laws because of circumstances 
beyond their control. Under the VDP, clients are 
allowed to correct past errors or omissions and report 


their tax obligations without penalty. 


While the achievement of our expected outcome is 
largely within our control, we rely on other parties to 
help provide fair and timely dispute resolution. Where 
the unintended consequences of legislation are 
recognized, we work with the Department of Justice 
to help identify legislative amendments, and 
recommend these changes to the Department of 
Finance. To enhance the impartiality of the appeals 
process, both the CRA and our clients rely on the 
independence of the courts; they—the courts—are the 
ultimate arbiters of disputes that cannot be resolved 


through the CRA’s administrative redress process. 


Spending Profile 


In 2004-2005, the Appeals business line, the smallest 
of the CRA’s business lines, represented 3% 
(approximately $80 million) of the Agency’s overall 
expenditures. This amount represents an 


approximately 4.3% reduction from 2003-2004. 


The activities and resources of the Appeals business 
line support the facilitation of voluntary compliance 
through channels such as publications, case 
information services and the timely provision of fair 
dispute resolution. We believe that our impartial and 
timely redress system fosters trust in the tax system as 
a whole, which, in turn, promotes voluntary 
compliance with the system. Specific expenditures of 
$5.4 million were allocated directly to the VDP 
compared with $4.3 million in 2003-2004 

(see Figure Si): 


Figure 31 Resource Spending by Programs 
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Key Volumetrics 


Total Taxes in Dispute: approximately $9.37 billion 
New Disputes Received: 56,889 
Disputes Resolved: 55,247 


Fairness Provisions: 48,201 requests granted in full or 
in part; cancelled a dollar value of almost $234 million 


Voluntary Disclosures Processed: 6,632, with related 
assessments estimated at $318 million 
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VW Maintain or exceed the high levels of 
transparency, accessibility, and 
consistency reported since 2000-2001 


Our aim is to ensure all of our clients have access to 
responsive and impartial redress. To achieve this, we 
believe our dispute resolution process must maintain 
high levels of transparency, accessibility, and 


consistency. 


We use our Quality Assurance Program to measure 
transparency for our Income Tax and GST/HST/Excise 
program areas and to measure consistency for these 
two program areas as well as for CPP/EI. Using 
sampling techniques, our quality assurance review 
covered all Appeals activities across Canada in order 
to assess the performance of our dispute resolution 
service against established benchmarks. 


Our 2004-2005 review found that all relevant 
information supporting issues under dispute, 
including records of discussion with the auditor and 
excluding the information held in confidence under 
the Canadian tax system, was made available to the 
client under the transparency rules 96% of the time for 
income tax and 98% of the time for GST/HST/Excise 
cases. TO meet our very demanding 100% benchmarks 
for transparency, recommendations were made to 
ensure that, in the future, relevant information related 
to the issues in dispute and records of discussion with 
the auditor are always provided to the clients. 


In the case of consistency, our review indicated that 
officers determined and weighed all the facts and 
evidence of the case; reviewed, researched, and 
addressed issues under dispute; applied the law 
correctly and impartially; provided clients with an 
Opportunity to respond to our final position and, 
where warranted, to find a mutually acceptable 


aE enon miedtl 


resolution; and decisions were applied within the law 
and were consistent with the facts of the case. 
Although some improvements are required for certain 
elements, the results of 99% for income tax and 
CPP/EI and of 95% for GST/HST/Excise cases 
reviewed showed that the benchmarks for consistency 
were exceeded in all of the three program areas. 


To ensure that all clients are aware of their right to 
redress as well as how to access Appeals services, we 
continually advise potential clients of the appeals 
program and their appeal rights through our major tax 
and benefits forms. Our 2004 Annual Survey”? found 
that 74% of Canadians were aware of their right to file 
a dispute if they disagreed with our decision; this 
represented a slight increase from the results of the 
previous survey. 


In an effort to continue to improve client accessibility 
to our Appeals process, the ‘My Account’ feature on 
the CRA website was expanded in the fall of 2004. 
Through it, over 2,000 individual income tax filers 
requested an administrative review of their 
assessments in 2004-2005. Further improvements are 
proposed for 2005-2006, including making it easier for 
clients to retain copies of their submission for future 
reference. 
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Y/Y Meet service standard for contact across 
all three program areas 
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To support the government-wide Service 
Improvement Initiative and maintain timely service 
that is responsive to client needs, we have in place a 
service standard to ensure that 85% of clients who file 
disputes are provided with a status update within 

30 days of filing. This status update confirms receipt 
of the dispute and provides a contact name and 
telephone number; it may also indicate when an 
appeals officer will contact the client. 


In 2004-2005, we again exceeded our service 
standard, achieving a rate of 90% across all three 


23. See footnote on page 29 for further information 
regarding the CRA’s Annual Survey. 
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program areas. In fact, we have consistently met this 
standard for the past four years (see Figure 32). 


Figure 32 Service Standard — Client Contact 
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Data quality: Good 


x Meet targets for turnaround times 
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Our three-year initiative to improve timeliness in 
delivering Appeals services ended in 2004-2005. This 
year, we established revised performance objectives 
for Income Tax files, aiming to improve on the 
2003-2004 results that we achieved. 


For Income Tax files (our largest program), we did not 
meet all specific internal targets; however, we 
succeeded in reducing the average processing time 
from 135 to 130 days (see Figure 33). We did not meet 
our internal target for GST/HST files. A review of 


these results will help us determine the next steps we 
should take regarding our timeliness, while ensuring 
t that we do not sacrifice the quality of our decisions 

_ for the sake of timeliness. 


For CPP/EI files, there was a rise in the number of 


larger and more complex cases received, leading to 
longer processing times and a growing overall 


inventory. As a result, our CPP/EI program failed to 
meet any of three established processing targets. In 
_ January 2005, we released the CPP/EI Appeals Process 
_ Review interim report. This outlined the challenges 
facing the program and made recommendations for 


enhancing timeliness and efficiency; we intend to 


| implement the report’s recommendations in the 
| coming year. 

| 
i 
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Figure 33 Average Time to Resolve Disputes 


Number of Days to Resolve 
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Reduce the average age of workable 
inventory 
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Disputes are categorized within Appeals as being 
either workable or non-workable; cases can move 
from one category to the other and back again several 
times before they are resolved. When a dispute is in 
non-workable status, our officers cannot pursue the 
case because it has been referred to another party 
(e.g., to the Department of Justice) for an opinion, or 
the case is related to a case in court on the same 
issue. At the end of 2004-2005, just under 73% of our 
total inventory of disputes, or 51,720 cases, were in 
non-workable status; included in this inventory are 
more than 20,000 cases related to the treatment of 
federal government pay-equity payments, a matter 
that is currently before the courts. 


We monitor the average days in which a case is in 
workable status to provide us with an indication of 
the aging of the inventories that we can move 
forward. The average age of our workable inventory 
of income tax files—which is, by far, the largest 
proportion of files in our workable inventory—fell 
from 166 days old in 2003-2004 to 162 days old in 
2004-2005 (see Figure 34). 


Meanwhile, the average age of our workable GST/ 
HST files rose from 151 days old to 176. Some 
short-term remedial actions have commenced pending 
completion of an analysis to determine the underlying 
causes of this increase. Once this analysis is complete, 
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we will be better positioned to determine any 
additional action that may be required. 


As discussed earlier, the timeliness of our CPP/EI files 
is on the rise; consequently, the average age of these 
files also rose from 102 days in 2003-2004 to 148 in 
2004-2005. Additional resources were secured for a 
two-year period to reduce the size and average age of 
this inventory. Implementation of the 
recommendations from the CPP/EI Appeals Process 
Review interim report is expected to have a positive 
effect on the average age of CPP/EI files. 


Figure 34 Average Age of Workable Files 
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Y Demonstrate fairness, responsiveness, and 
cost-effectiveness in resolution of 
disputes. The majority of disputes are 
resolved administratively or the CRAs 
original determinations are upheld by 
the courts 
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In 2004-2005, we resolved a great majority of 
appeals cases administratively in the Income Tax 

and GST/HST/Excise program areas (almost 94% and 
over 92% respectively—slightly down from the 95% 
achieved in the previous year). In this way, we 
continued to demonstrate fairness, responsiveness 
and cost-effectiveness. In the CPP/EI program, the 
administrative resolution rate was 70%, an 
improvement over the results for the previous 

year (66%). The variance in the resolution rates 


between the programs is the result of legislated 


program differences in the administrative redress 


processes. 


Although, we have been successful in resolving most 
disputes at the administrative level, in some cases 
clients may still wish to appeal to the Tax Court of 
Canada. In 2004-2005, the majority of the decisions 
(almost 51%) rendered by the courts continue to 
support the CRA, a result that is consistent with 

our goals. We review the impact of adverse court 
decisions to determine whether to appeal or to accept 
the Court's decision, which may result in the 
amendment of legislation or policy. 


Fairness provisions are applied 
consistently 


Fairness principles are integrated generally across the 
CRA. They find expression in two major ways: 
through our VDP and through our application of the 
CRA’s fairness provisions. Use of the VDP by the 
public remained virtually constant in 2004-2005. There 
was an increase in the number of cases completed: 
6,632, up from 6,164 in the previous year 

(see Figure 35). Still, the VDP inventory in 2004-2005 
remained relatively stable compared with 2003-2004. 
An estimated $318 million was generated in related 
assessments, with related income tax files accounting 
for $153 million and GST/HST files, including the 
cases now administered for us by the MRQ, 
accounting for $165 million. 


Figure 35 VDP Case Completion 
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disclosures administered by the MRQ, which totalled 171 cases during 
the year. 
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Sections of the Income Tax Act and other acts 
administered by the CRA permit us to cancel and/or 
waive penalties and interest payable by clients who 
have faced extenuating circumstances. Interest and 
penalties may be cancelled in cases where they have 
already been assessed; they may be waived when 
they have not been assessed. As noted in the Tax 
Services chapter, most of the day-to-day 
administration of the fairness provisions falls to 
various Tax Services programs. The Appeals business 
line, however, leads the Fairness Initiative across 
the CRA. 


Requests from clients processed under the fairness 
provisions last year totalled 75,299, an 11% increase 
from 2003-2004. Relief was provided in 64% of these 


_ cases. The value of interest and penalties cancelled or 
_ waived as a result of these requests also increased, 


from more than $184 million in 2003-2004 to 


, approximately $234 million in 2004-2005. 


The total value of automatic waivers of penalty and 
interest under the fairness provisions increased 
significantly, from approximately $446 million in 
2003-2004 to over $851 million in 2004-2005; the 
2003-2004 total is a restatement from the over 

$290 million reported in last year’s Annual Report. 
The near-doubling of the total value of automatic 
waivers occurred for a variety of reasons, including 
system enhancements that allowed for improved 
reporting. In total, more than $1 billion was cancelled 
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or waived by the CRA in 2004-2005 for over one 
million clients. 


We use monitoring visits to ensure the effective and 
efficient administration of the fairness provisions. We 
continued with the commitment to expand the 
monitoring to all programs that are involved in 
granting relief under the fairness provisions. In 
2004-2005, these reviews found that existing policies 
and procedures were being followed and consistently 
applied in most cases. Some common problems, 
however, were identified in the application of the 
fairness procedures across the functions. Where 
inconsistencies were identified, solutions were 
implemented, culminating in an updated version of 
the Fairness Registry User Guide. Some of these 
suggestions will be incorporated in the next release of 
the Fairness Provisions Reference Guide. 
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/_ All cases are resolved consistently, and 
complex cases are handled where 
expertise exists 


As discussed earlier, our Quality Assurance Program 
found in 2004-2005 that, with a few exceptions, our 
dispute decisions were applied within the law and 
consistent with the facts of the case. This program 
also found that, overall, dispute files were screened at 
the proper complexity level and were assigned to an 
officer at the appropriate level. 
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Corporate Management and Direction 


Working within the CRA’s governance structure, and 
adhering to the principles of modern comptrollership, 
Corporate Management and Direction (CMD) provides 
strategic direction in support of all CRA programs and 
services. Our goal is to have a modern and innovative 
corporate infrastructure that maximizes the 


performance and operation of our business line. 


CMD activities support the CRA’s programs with 
services in the areas of human resources 
management, finance and administration, information 
technology, public affairs, agency management, 
corporate audit and program evaluation, and policy 


and planning. 


Spending Profile 


In 2004-2005, CMD’s total expenditures were about 
$729 million, or about 24% of the CRA’s total 
expenditures. As shown in Figure 36, Information 
Technology (IT) expenditures were the largest 
component in CMD’s spending profile. Note that this 
represents all IT expenditures for the CRA, and 
includes systems development and support for the 
other business lines. In 2004-2005, the CRA spent 
about $410.1 million on IT ($258.8 million for IT and 
$151.3 million for IT Solutions), which accounts for 
about 56% of CMD’s total expenditures. Excluding the 
$70.5 million in IT services provided and charged to 
CBSA, the CRA’s IT increased spending by 10.8% in 
2004-2005, over the $370 million spent in 2003-2004. 


About $167.2 million, or 23% of CMD’s expenditures, 
was spent on finance and administration; about 


$126.7 million or 17% was spent on human resources 


Key Volumetrics 


management, and the balance, about $24.7 million, or 
3% was attributable to policy and planning, audit and 
evaluation, legal services, and agency management. 


CMD has realized permanent savings through 
corporate support reviews and administrative 
renewals. These reviews have also generated funds to 
be reallocated to program areas which help to offset 
the impact created by growth in volume and 
workload. 


Figure 36 Resource Spending by Programs 
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Staffing: processed about 8,900 staffing placements through internal selection processes, and about 4,300 placements through 


external selection processes 


Information Technology (IT): supported over 300 IT applications and 200 databases in production 


Information Requests: received over 1,800 requests under the Access to Information Act, and over 2,800 requests under the 


Privacy Act 


Contracting: in calendar year 2004, CRA issued/managed contracts for close to $500 million of goods and services 
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° delivering effective e-commerce solutions and 
providing high levels of IT systems availability, 
reliability, sustainability and response times; and, 


e strengthening our policies regarding physical and 
information security and increasing employee 
awareness and knowledge of security issues. 


Through the effective delivery of internal services, we 
have also contributed to the achievement of our 
strategic outcome. Our performance against our 
Expected Results is described in detail throughout the 
rest of this chapter. 


ES TREE AIL SAL EERE P LOL NEEDED 


/ Demonstrate excellence in oversight and 
management leadership 


Our legislation, the Canada Customs and Revenue 
Agency Act, established a unique governance structure 
for the CRA, which has three components: a Minister; 
a Board of Management to oversee human resources, 
financial and administrative authorities; and a 
Commissioner, accountable for the day-to-day 
administration of the human resources and 
administrative authorities. 


Working within this governance structure, the Board 
of Management provides strategic oversight in the 
CRA’s direction and administration. In 2004-2005, the 
Board's actions significantly enhanced our 
organization through the following: 


¢ the approval of the CRA Injury and Illness Policy; 

° the approval of the CRA Employment Equity 
Strategic Direction; 

¢ the approval of a range of corporate governance 


instruments, including the media relations policy 
and emergency communications guidelines; and 


¢ the approval of the CRA’s funding proposal for 
cost-recovery initiatives. 


As a result of the Board’s interest in performance 


reporting, the Corporate Business Plan and the Annual 
Report have become our key planning and reporting 
documents. Together, these documents facilitate 
accountability at all managerial levels. 


Section 89 of the Canada Customs and Revenue 
Agency Act requires Parliament to undertake a review 
of the legislation five years after November 1, 1999, 
the date when it came into force. To support the 
parliamentary review, we prepared a submission to 
the House of Commons Committee on Finance, 
entitled The Canada Customs and Revenue Agency: 
The First Five Years — Setting the Foundation for Tax 
and Benefit Administration in the 21st Century. This 
report describes the impact of the legislation on the 
CRA’s operations and the quality of its services. 
Overall, the report concludes that we have achieved 
our objectives of a more efficient and effective 
administration and a closer relationship with the 
provinces and territories. The report also concluded 
that the transformation of our human resource and 
administrative regimes has enabled us to improve our 
service to Canadians. 


As a demonstration of our commitment to 
transparency, Annual Reports and Summaries of the 
Corporate Business Plan are available on the Internet 
(Gee Schedule iy), 
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/| Reflecting modern comptrollership 


principles, demonstrate excellence in 

financial stewardship, including sound 
cash and financial and non-financial | 
information management 
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Modern Comptrollership is a set of management 
reforms that focuses on results and value for money. 
The CRA has been active in promoting modern 
comptrollership by maintaining an intranet site that 


links the four key indicators or “pillars” underpinning 
the concept, with day-to-day business methods. To 
build comptrollership capacity and expertise, we 


provide training to executives and managers. 
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Strengthening financial management is a key priority 
at the CRA. In 2004-2005, the CRA spent 

$3,051 million, about 5.4% less than our budget of 
$3,226 million. The CRA’s 2004-2005 financial 

_ expenditures remained relatively stable, increasing by 
some $105 million, or about 3.6%, over 2003-2004. 
Over the past years, we have introduced and 
implemented various Investment Plan initiatives and 
reviews aimed at improving efficiency. These 

_ measures are contributing to savings in terms of 

; operating expenditures. Part of the CRA’s resource 
management strategy is to limit administrative 

_ overhead spending, where possible, and to reallocate 
- funding to program priorities. 


The CRA strives to optimize the use of funds to 
mitigate risk to program delivery. In 2004-2005, as a 
result of our internal financial review sessions, we 
reallocated funds from lower to higher priorities in 
support of program delivery. We identified a package 
of expenditure reduction initiatives, contributing to 
the Government of Canada’s expenditure review 
exercise; the CRA’s expenditure reduction obligations 
total $438.9 million over the next five years. 


To contribute to our sound cash management 
objective, we strive to deposit funds as quickly as 
possible. For 2004-2005, for tax funds, 94.6% of the 
volume of receipts (representing 98.1% of the value of 
all tax funds) were deposited within the 24-hour 
window. This is a slight decline in performance from 
2003-2004, which can be attributed to the impact of 
the CRA labour disruption in 2004. Excluding the 
period of labour disruption, the 2004-2005 
performance for cash deposits performance was 
slightly better than that in 2003-2004. 


In 2004-2005, enhancements were made to the CRA’s 
Performance Measurement Program System (PMPS) 
which facilitates our focus on performance results. 
The system is used to record performance data against 
targets and report these on a quarterly basis to senior 
management for their review, providing an enhanced 
ability to take the required corrective action. Though 
~ much progress has been made, more work is needed 
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to set remaining targets, and establish additional clear 
and concrete performance measures. 
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Improve financial management controls 
and systems to be responsive to the needs 
of internal and external stakeholders 
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As part of the government-wide priority to establish a 
new framework for results reporting and 
management, the CRA developed a new Program 
Activity Architecture (PAA). This structure will be used 
as a basis to more clearly link resource utilization to 
the results of our program activities. The CRA’s 
activity-based costing methodology will add costing 
accuracy to provide an end-to-end causal link 
between resources and results. 


In 2004-2005, we increased the reliability and 
efficiency of our revenue ledger system, which is used 
to record revenues owed by and due to taxpayers. We 
strengthened our electronic controls and monitoring 
to respond to the Auditor General of Canada’s 
concerns about financial control weaknesses. 


The Corporate Administrative System (CAS) is our 
primary expenditure management system. In its 2005 
report, the Office of the Auditor General of Canada 
indicated that additional action is required to achieve 
the desired results in terms of optimizing electronic 
security, monitoring and control features of CAS. In 
response, the CRA initiated a full review of the 
framework guiding electronic access. Access 
adjustments resulting from this review, including 
those identified by the Auditor General, will be 
implemented in the coming months. 


Our internal audit and evaluation function supports 
our strategic goals by providing reviews to senior 
management concerning the adequacy of our systems 
and controls. The most notable review this year was 
the National Audit of Contracting Processes, which led 
to the introduction of a four-point action plan to 
enhance risk management in contracting. Among the 
new control measures implemented was an 
instrument that strengthened the delegation of 
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procurement authority; reduced delegations to 
program officials, a requirement that all contracts over 
$1 million be reviewed by senior management 
committee; and centralized procurement in common 


service/commodity areas, such as training. 


/ the workforce is knowledgeable, skilled 


and representative 


To ensure that our employees receive the right 
training at the right time, the CRA provides a blend of 
learning solutions including classroom training, 
on-the-job training, e-learning and coaching. To 
provide employees with the flexibility to learn 
anytime and anywhere, for the second year, we 
renewed our partnership with Campusdirect, a library 
of online courses available to employees. In 
2004-2005, the employee subscribership rate for this 
service increased by 30%. Our most recent data, from 
2003-2004, indicate that, for 94% of the completed 
courses, users reported that the course met their 
learning objectives. To further develop a skilled and 
knowledgeable workforce, we provided an average of 
nine days of training to employees, and an average of 
seven days of training to managers. 


Based on a needs analysis, we designed an enhanced 
leadership program with two key learning 
components. The first is a core program for newly 
appointed managers, piloted this past year. The 
second is a continuing development program for 
experienced managers, now under development and 
scheduled to be implemented in 2005-2006. 


For 2004-2005, we received a “Good” rating on the 
inaugural Report Card from the Office of the 
Commissioner of Official Languages. The report card 


mentioned three strengths: effective complaint 
resolution and follow-up procedures; the use of an 
accountability framework, action plan and reporting 
mechanism that place importance on official 
languages; and the Quality Management System — 
Official Languages, which promotes the use of both 
languages in the workplace and has become a best 
practice in the federal Public Service. At the same 
time, the report card noted weaknesses in the active 
offer of services, and in the quality and availability of 
services in the minority language. To improve 
performance in these areas, reminders about the 
active offer of services were distributed to employees 
serving the public. 


The CRA is recognized for its policies and best 
practices in successfully creating an inclusive work 
environment and achieving employment equity goals. 
In 2004-2005, we continued to demonstrate solid 
representation results on a national level for all four 
designated groups (Women, Visible Minorities, 
Persons with Disabilities, and Aboriginal Peoples), 
surpassing or equalling the labour market availability 
of these groups (see Figure 37). In 2004-2005, for the 
third consecutive year, we exceeded our internal 
performance target with a 28% representation rate for 
visible minorities in management development 
programs. 


Figure 37 Employment Equity: Representation of 
Designated Groups within the CRA (as of 
March 31, 2004) 
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Y“ CRAworkplace policies and practices 
support workforce well-being and 
sustainability 


BORD ALS BAIT POEL OL EDEL ELE CLO NBR TIATED OLS 


ST RESRR EL TEE SOON NELLIE GE SEL PEL ANS SDM EN IO AMT ERE IN 


The CRA supports the well-being of its employees and 


_ strives to improve the working environment through 


ongoing programs such as the Employee Assistance 
Program, Employment Equity Program and 
Recognition Program. As well, we have an Office of 
Dispute Management to support managers and 
employees in preventing and resolving workplace 
conflicts through the use of Alternative Dispute 
Resolution (ADR). We continue to be recognized 
across the federal Public Service as a leader in ADR. 
Although our most recent data are from 2003-2004, we 
believe our results show that we are on the right track 
with using ADR as a course of action for CRA 
employees. In 2003-2004, there was a 39% increase in 
the number of interventions, compared with the 
previous year. 


With the increasing levels of retirement eligibility in 
the CRA management and executive communities, 
succession planning is important to us. We continue 
to develop a corporate approach to succession 
planning for our executive cadre, where we have 
identified key positions along with possible 
successors, their readiness for promotion and their 
development needs. Our management development 
programs are used to select and develop high 
potential employees. In 2004-2005, for the second 
consecutive year, about 80% of the graduates of 
management development programs were working at 
or above their target levels. 


There is also evidence that the CRA continues to be 
an employer of choice: 


e the CRA maintains a high retention rate, which has 
consistently been over 96% for the past 
three years; 

e the CRA Employee Survey (last administered in 


2002)**, found that the majority of respondents 
agreed with the statements “My organization is a 
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good place to work” and “I am strongly committed 
to making my organization successful”; and 


¢ the CRA is a leader in creating an inclusive work 
environment and consistently achieves its 
employment equity goals. 


In 2003, to support our renewed business direction 
and address the sustainability of our workforce, we 
developed a workforce change strategy. The strategy 
assists with managing the human resource impacts of 
business changes, such as the Government-wide 
expenditure review and the insourcing of work 

from other government departments and other levels 
of government. 


A working group was established, which continues to 
address issues and promote horizontal, integrated and 
strategic human resource planning to manage the 
ongoing change process. As an example, in 
2004-2005, our human resource function developed a 
strategy for integrating Social Development Canada’s 
collections employees into the CRA. 
Y Continue to implement the HR Strategy, 
which includes the HR Reform and 
Renewal (HRR&R) initiative and the results 
of the “Taking Stock and Moving 
Forward” review 


In 1999, the CRA developed a Human Resources 
Reform and Renewal (HRR&R) strategy to modernize 
HR in the CRA in order to respond in a timely and 
effective manner to the changing needs of the 
business. This new regime and modernization agenda 
have not yet been fully completed. Our “Taking Stock 
and Moving Forward” review reported in June 2004 
that significant progress had been made to develop 
the new regime. The review recommended some 
improvements in our HR regime to effectively support 
the CRA. . 


24. The CRA Employee Survey, conducted every three years, 
is administered by Statistics Canada. In 2002, the survey's 
response rate was about 60%. 
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Of note, the review recommended improvements in 
the area of Competency-Based Human Resources 
Management system (CBHRM) to deal with delays and 
facilitate comprehensive implementation. To address 
these issues, an Integration Project Team focused on 
identifying gaps in the framework, developing a 
blueprint to address them, and establishing a clear 
vision for the CBHRM. 


V| Deliver ongoing HR activities, and 
complete the implementation of 


competency-based Staffing, 
Competencies, Classification, and 
Compensation Initiatives 


This past year, the CRA continued to develop and 
improve our Pre-Qualification Process (PQP) for 
staffing, emphasizing the most frequently staffed 
positions, where efficiency gains will have the greatest 
impact—for example, jobs in auditing, program 
administration and information technology. The 
expectations for this program have not yet been fully 
realized. Significant work remains to be done to 
increase the effectiveness and efficiency of 
pre-qualification processes across the CRA, and plans 
are in place to address the weaknesses in this area. 


We are working at improving the process and the 
technology that supports our staffing, in response to 
recommendations made in a September 2004 internal 
audit and program evaluation. In 2004-2005, plans 
were made to introduce “eResourcing” and replace 
the internal CRA Careers website by 2007; this will 
automate many of the staffing-related administrative 
transactions. The eResourcing solution will allow 
applicants to manage their applications online, 
managers to access applications online, and our 
human resource function to automate the 
pre-screening of education, area of selection, time of 
submission and language. 


In 2004-2005, as part of our plan to modernize 


employee compensation services, we consolidated 
our regional and local compensation offices into two 
Compensation Client Service Centres, one in Ottawa 
and the other in Winnipeg. The Winnipeg site is 
expected to be operational in 2005-2006. As well, 
we implemented self-serve technology to help 
employees and managers administer time and activity 
transactions, as well as to help meet our sustainable 
development commitments. In response to concerns 
from employees, the speed of the system portal has 
been increased, information in the self-service 
tutorials has been updated, and the availability of 
support services from change agents has been 
extended. 


In 2004-2005, we completed a study to move forward 
with the streamlining of our classification program. 
The Agency Classification Standard (ACS) conversion 
project will allow us to use one standard instead of 
the 16 classification standards currently in use. This 
conversion to the new standard will be a major 
undertaking for the CRA, since it will apply to about 
20,000 employees. It is expected that the conversion 
process will begin in 2000. 


In 2004-2005, after a brief labour disruption, the CRA 
reached a four-year collective agreement with the 
Public Service Alliance of Canada (PSAC). In 
compliance with the Public Service Staff Relations Act, 
we continued negotiations with the Professional 
Institute of the Public Service of Canada (PIPSC), 
successfully reaching a four-year agreement in 

July 2005. 


It is the CRA’s goal to optimize union-management 
relations and workplace wellness by creating a 
partnership between management and unions, based 
on respect, understanding and co-operation in 
managing conflict through the use of alternative 
dispute resolution. We are proceeding with the 
national implementation of an alternative dispute 
resolution model that builds on the success of the 
CRA Atlantic Union-Management initiative. 
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Y Deliver high standards of IT systems 
availability, reliability and sustainability 
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In support of program delivery, in 2004-2005, our IT 
function implemented numerous releases for tax, 
benefits, customs, appeals and charities systems. Once 
again, high levels of availability were achieved, 
meeting service level targets for the multiple national 
systems critical to the delivery of services to the 
Canadian public. 


An asset management plan is now in place to provide 
for the ongoing renewal of our distributed 
infrastructure. 


In 2004-2005, we received a Government Technology 
Exhibition and Conference (GTEC) gold medal for the 
Service Availability Improvements project. Other 
GTEC gold medals for IT excellence included the’ 
Collaborative Senior Portal and the Secure 

Channel Project. 


/ Meet current and future business needs 
using appropriate IT solutions 
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Our IT function continues to support more than 300 
applications that are critical to the delivery of services 
to Canadians. For example, the IT function undertook 
the following: 


* started the implementation of the Managed 
Distributed Environment to reduce the number of 
computing assets requiring maintenance; 


¢ supported a computing environment in more than 
450 staffed CRA and CBSA locations, including 
data centres processing 1.7 million transactions per 
hour, seven mainframe computers, and 
approximately 2,000 servers for some 54,000 
employees (including the CBSA); 
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¢ provided systems security protection and 
responded to security events; 


¢ implemented the self-service functionality within 
the Corporate Administrative System (CAS); and 


¢ prepared the preliminary infrastructure for a 
corporate decision-support solution, the Agency 
Data Warehouse—a key component of our 
collections and compliance business 
transformation visions. 
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Enhance internal service standards for 
client-focused service 
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Internal service standards are used to assist senior 
management in managing our business with more 
precision. In 2004-2005, our finance and 
administration function developed and published a 
suite of national internal service and operational 
standards for several key areas, including accounts 
payable, contracting, forms, personnel security 
screening and travel claims processing. Meanwhile, 
our legal services function acknowledged most 
requests for legal opinion within two days. Work is 
still required, however, to develop service standards 
for other key internal service delivery areas. Many 
internal service standards and targets are included in 
our Performance Measurement Program System. 
Quarterly reporting against service standards facilitates 
improved CRA business management. 


/ Protect confidentiality of client 
information, and strengthen key security 
policies and practices 


The success of the CRA’s relationship with Canadians 
is based to a considerable extent on trust. We believe 
that confidentiality, respect, honesty and fairness are 
key factors in maintaining that trust. Our annual 
survey for 20047? (see Figure 38) found that 81% of 
Canadians agreed that “the information that Canadians 
provide to the CRA is treated confidentially.” 


25. See footnote on page 29 for further information 
regarding the CRA‘s Annual Survey. 
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Figure 38 The CRA Maintains Public Trust 
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The CRA takes very seriously its obligations to protect 
taxpayer confidentiality and makes every effort to 
safeguard the security and confidentiality of client 
information. We work with lead agencies within the 
Government of Canada, specifically the RCMP and the 
Communications Security Establishment. 


The CRA recognizes that maintaining the security of 
our facilities and our information systems is an 
ongoing process. In 2004-2005, we revised many 
aspects of our security program in order to further 
enhance the protection of our facilities and 
information systems. For example, we revised our 
policies governing physical and information security. 
As part of the National Facilities Security Review, we 
rated the security of our facilities against a risk 
assessment scorecard. The results were published in a 
report, which concluded that 136 of our 139 facilities 
were “satisfactory in most respects” or above. Based 
on this review, the CRA invested $1.5 million in 
significant upgrades to facilities security including 
closed circuit television technology, exterior motion 
sensing, access card upgrades, and strengthening to 
doors, windows and fencing, as well as other 


safeguard measures. 


In 2004-2005, the number of break-ins to CRA 
premises declined significantly from the previous year. 
We believe that at no time was client information 
jeopardized. 


To protect against external and internal threats to our 
systems, the CRA launched an IT security 


modernization program to examine and update 


electronic security capabilities. Work is underway in 
such domains as encryption, intrusion defence, public 
key infrastructure, and consolidated user 
administration. As well, the Privileged User Risk 
Management program and standard was introduced in 
2004-2005 to improve access controls to CRA 
information systems and limit or reduce the risks 
associated with privileged user accounts. To 
determine and react to vulnerabilities, we conduct 
Threat and Risk Assessments on all of our line of 
business applications. As a result of conducting over 
225 of these assessments in 2004-2005, we believe our 
security measures safeguard the confidentiality of 
client information, though the need to enhance 
security never ends. 


In February 2005, the Office of the Auditor General 
issued an audit report, entitled “Managing 
Government: Financial Information”, which examined 
internal financial control systems. In this report, the 
Auditor General expressed concerns about the CRA’s 
financial systems controls and identified some 
weaknesses. In response to the Auditor General’s 
concerns, we developed Agency-wide system access 
profile catalogues and conducted a review of how 
system access profiles are administered. Plans were 
made for the development of position-based 
employee system access, with implementation in 
2005-2006. Many other safeguards are in place to 
ensure that client information is protected. 


A comprehensive Security Training and Awareness 
Program Strategy was implemented to increase 
employee awareness and knowledge of security 
issues and policies, with over 9,000 employees 
receiving training last year. In addition, we developed 
emergency communications guidelines. 


The CRA believes that confidentiality of client 
information is well protected across the Agency, 
however, we continue to work to further enhance our 
facilities and systems in order to protect the 
confidentiality of client information. 
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/ Respond to requests for information 
within legislated time requirements 


The CRA demonstrated its transparency to Canadians 
by complying with the Access to Information Act. The 
Information Commissioner of Canada’s annual review 
gave the CRA an “A” grade. This exceeded our 
internal performance target, and marked an 
improvement from the “B” grade received last year. 
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We were awarded the highest attainable grade, 
signifying ideal compliance. 


From 2004 to 2005, we experienced an increase of 
approximately 12% in the number of Access to 
Information Act requests and approximately 7% in the 
number of Privacy Act requests received. This year, 
we responded to about 94% of access to information 
requests and about 92% of privacy requests within the 
timeframes required by the two Acts. Overall, we 
exceeded our 90% internal performance target. 
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Conclusion by the Commissioner 


I am pleased to report that we have followed through on our commitments set out in thé Corporate 
Business Plan and have met our strategic objective: compliance with Canada’s tax laws and the effective 
delivery of benefit and other programs and services. 


The Canada Revenue Agency was created as a unique and innovative experiment in public 
administration. As the Commissioner, I am accountable to the Minister for all program matters and to 
the Board of Management for administrative matters. Five years after its creation, this unique structure 
now provides the groundwork for an effective and efficient system that allows the Canada Revenue 
Agency to manage tax programs and distribute benefits on behalf of other levels of 
government. These client governments choose to take advantage of our services 
because we offer an integrated, economical and effective way to secure their 
revenue base and administer services. The Canada Revenue Agency has achieved 
improved productivity, realizing the vision of those who believed that it was 
possible to bring together the best of what the public and the private sectors 
have to offer. 


Collecting taxes and administering financial benefits require a high level 
of trust and integrity. Taxpayers trust us with their money, and client 
governments trust that we will administer programs well on their 
behalf. In 2004-2005, we collected nearly $305 billion dollars and 
distributed close to $12.5 billion. This meant that we processed 
more than 1.5 million transactions per hour, handled more than 
22 million public enquiries, recorded over 24 million tax-related visits 
to our website, and were in direct contact with 25.5 million 


individuals and businesses during the year. 


None of this would have been possible without the dedication and hard work of our 
skilled employees. Their collective knowledge will continue to enable us to provide innovative and 
efficient services to individuals and businesses on behalf of the Government of Canada, other levels of 


government and First Nations communities. 


In tabling this report to Parliament, I would like to extend my sincere thanks to all of my co-workers, 


managers and union leaders who have made the Agency’s successes possible. 


ooo 


Michel Dorais 
Commissioner 


Canada Revenue Agency 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR GENERAL’S ASSESSMENT 
of Performance Information in the 
2004-2005 Annual Report to Parliament 


To the Commissioner and Board of Management of the Canada Customs and Revenue Agency, and to the Minister 
of National Revenue 


Purpose and Scope 


The Canada Customs and Revenue Agency Act requires that the Auditor General of Canada periodically assess 
the fairness and reliability of the information in the Agency’s annual report about its performance with respect 
to the objectives established in its corporate business plan. 


The Canada Customs and Revenue Agency has reported its performance in its 2004-2005 Annual Report to 
Parliament. My assessment covers the performance information in that report, excluding the letters from the Minister, 
Chair, and the Commissioner. It also excludes the schedules following the report, except for Schedule C, Overall 
Performance against Service Standards. My assessment does not cover the financial statements or the additional 
information that resides on CCRA’s Web site. 


The performance information in the annual report is the responsibility of Agency management. My responsibility 

is to provide an assessment of the fairness and reliability of the performance information in the annual report. To 
do so, I assessed the performance information against the criteria for fairness and reliability that are described in 
Annex 2. My assessment was conducted to a review level of assurance and was made in accordance with Canadian 
generally accepted standards for review engagements. Accordingly it consisted primarily of enquiry, analytical 
procedures, and discussion related to the performance information supplied to me by the Agency. An assessment 
to a review level of assurance does not constitute an audit, and consequently I do not express an audit opinion 

on the Agency’s performance information. I did not assess or comment on the Agency’s actual performance. 


Conclusion 


Based on my review, nothing has come to my attention that causes me to believe that the Agency’s performance 
information is not, in most significant respects, fair and reliable using the criteria described in Annex 2. The key 
findings of my assessment, organized by these criteria, are presented in Annex 1. 


The Agency continues to make improvements to its report. At the same time, further improvements are necessary 
and the Agency recognizes this. In particular, more of the performance expectations need to be clear, concrete, 
and measurable and the Agency needs to put more focus on reporting significant outcome-oriented results. 


Sheila Fraser, FCA 


Auditor General of Canada 


Ottawa, Canada 
26 September 2005 
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Annex 1 


Summary assessment by criteria 


The following presents the key findings of my assessment, organized according to the criteria used to assess 
the fairness and reliability of performance reports (see Annex 2). Overall, nothing came to my attention that 
causes me to believe that the report is not, in most significant respects, fair and reliable. During the review 

| identified a number of improvements that the Agency has made to its report, and I found other areas where 


further improvement is needed. 


1. Relevant 


The overall performance reporting framework has been stabilized. The performance reporting 
framework includes the Agency’s mission and strategic outcome as well as expected outcomes, expected 
results, and performance expectations for each business line. This framework allows the reader to conclude 
how well the Agency has performed against its strategic outcome and to conclude how well each business line 
has performed against its expected outcomes. In each of the past four years, the Agency has improved its 
performance reporting framework by making significant changes to it. However, these changes made it 
difficult for the reader to compare actual results reported in the Annual Report with the expectations set out 
in the corporate business plan. This year the framework has been stabilized and is generally in accordance 
with the Corporate Business Plan for 2004-2005 to 2006-2007. 


More needs to be done to focus on significant results. In some key areas, significant outcome-oriented 
results are reported. For example, overall levels of compliance for filing, registration, and remittance are 
discussed, and this information links directly with the Agency’s strategic outcome. However, in other cases, the 
Agency reports too many activity- and process-type results or results of limited significance. The number of 
these types of results often outweighs the number of significant and outcome-oriented results that are reported. 
For example, although improved from prior years, much of the discussion in the Appeals business line deals 
with activities and production statistics rather than showing that Canadians received an impartial and 
responsive review of contested decisions. As the Agency continues its efforts to enhance its performance 
information, it should ensure that it focuses on reporting only accomplishments that are significant and 
outcome-oriented. 


2. Meaningful 


More performance expectations need to be clear, concrete, and measurable. As indicated in previous 
assessments, performance expectations should be clear, concrete, and measurable. As well, they need to be 
clearly linked to the expected results they are meant to support. Some of the current performance expectations 
meet these requirements while others do not. For example, service standards are clear, concrete, and 
measurable; and the reader can easily determine whether they have been met. However, other performance 


expectations simply represent ongoing activities or the continuation of initiatives. 


The report contains good trend information. The Agency presents good information showing trends so 
the reader can understand how performance has changed over time. The information is often presented in 
graphs covering four years, usually with a discussion of why results have changed. Where performance gaps 
exist, actions planned to improve performance are generally indicated. 
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Results information relating to the Corporate Management and Direction business line needs 
improvement. The information in the Corporate Management and Direction (CMD) business line would 

be better provided by integrating it into the other business lines. The expected outcome for CMD is, “Internal 
services enable business lines to maximize performance and operations.” Yet, there is little discussion of the 
impact CMD has had in helping the other business lines achieve their objectives. 


3. Attributable 


The report discusses the role of key partners. The report contains a description of other entities such as 


financial institutions and other government departments that help the Agency attain its results. The Agency also 


continues to disclose the extent to which source deductions by employers contribute to taxpayer compliance. 


More could be done to link reported results to the Agency’s actions. The contribution of many of the 
Agency’s programs in achieving the reported results is not sufficiently clear. While I recognize there are 
challenges, the Agency should continue working to provide as much information as possible on the extent 
to which the actual results achieved are attributable to its own actions. 


4. Accurate 


There is no reason to believe that the performance information in the annual report is not accurate. 
Based on my review, nothing came to my attention that would indicate that the performance information was 
not supported by appropriate corroborative data sources and other evidence. As in prior years, the “Resource 
Spending” amounts for each business line are determined on an appropriation (modified accrual) basis of 
accounting. They are not the same as those amounts provided in the Agency’s financial statements, which are 
prepared on an accrual basis of accounting and have been audited. Once again I encourage the Agency to 
report its spending information on an accrual basis in the future. 


5. Balanced 


The report is reasonably balanced. All aspects of the Agency’s mandate are included in the report. The 
Agency describes problems and challenges it has faced, and discusses situations in which performance did not 
meet objectives. Balance could be enhanced by including a summary of performance improvement priorities, 
as was done in 2003-2004 and by improving the analysis where expectations are “mostly met”. 
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'H Annex 2 


CRITERIA FOR THE ASSESSMENT OF FAIRNESS AND RELIABILITY 
OFFICE OF THE AUDITOR GENERAL 


The following criteria were developed to assess the fairness and reliability of the information about the 
Agency’s performance with respect to the objectives in its Corporate Business Plan. Two key issues were 
addressed: Has the Agency reported on its performance with respect to its objectives? Is that information fair 
and reliable? The performance information is fair and reliable if it enables Parliament and the public to judge 
how well the organization or program is performing against the objectives it set out to accomplish. 


Relevant The performance information reports in context, tangible, and important accomplishments 


against objectives and costs. 


Meaningful The performance information tells a clear performance story, describing expectations and 
benchmarks against which performance is compared. 


Attributable The performance information demonstrates, in a reasonable fashion, why the program has 


made a difference. 
Accurate The performance information adequately reflects the facts, to an appropriate level of accuracy. 


Balanced A representative yet clear picture of the full range of performance is presented, which does 
not mislead the reader. 


More information on the criteria is available on our Web site at 


www.oag-bvg.gc.ca/domino/other.nsf/html/200310frpi e. html 
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Schedule A - Agency Organization 


Board of Management 


Connie I. Roveto 
Chair, Board of Management 
President 

— Cirenity Management 
Toronto, Ontario 


Camille Belliveau 
Senior Consultant (self-employed) 
Shediac, New Brunswick 


Esmail Bharwani 
Barrister & Solicitor 
Miller Thomson LLP 
Calgary, Alberta 


L. Bernice Buckle 
Small Business Owner/Operator (retired) 
~ Corner Brook, Newfoundland and Labrador 


Raymond Desrochers 

Partner 

; BDO Dunwoody LLP Chartered Accountants 
_ Winnipeg, Manitoba 


André Gingras 
André Gingras et Associés inc. 
Montréal, Quebec 


_ James J. Hewitt 
_ Corporate Director 
— Penticton, British Columbia 


Linda Ivany 
Corporate Director 
Halifax, Nova Scotia 


As of September 26, 2005 
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Howard A. Leeson 
Professor of Political Science 
University of Regina 

Regina, Saskatchewan 


James L. MacPhee 

Partner 

Grant Thornton LLP Chartered Accountants 
Montague, Prince Edward Island 


Rod Malcolm 
Chartered Accountant 
Iqaluit, Nunavut 


James R. Nininger 
Corporate Director 
Ottawa, Ontario 


Stephen E. Rudin 

Executive Director 
Alzheimer’s Society of Canada 
Toronto, Ontario 


Brock A. Smith 
Public Affairs Consultant 
Toronto, Ontario 


Michel Dorais 
Commissioner 

Canada Revenue Agency 
Ottawa, Ontario 
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Agency Management 


As of September 26, 2005 


Brian McCauley 
Acting Assistant Commissioner 


| Policy and Planning 
RASTER SE 1 NTN tar 
Guy Proulx 
Assistant Commissioner ‘| 
: i 
Revenue Collections | 
i 
. Elaine Routledge / | | 
Assistant Commissioner | : | 
Compliance Programs ' 
| 1} 
Barbara Slater ; | 
Assistant Commissioner 
Assessment and Client Services | 
es | eT ia), eI 
i 
|| 
|| } 
i} | 
| 
| | 
| | 
| || 
|| \ | as 
| l i 
|| | phd 
| | | Chief Fir 
| | Assistant 
eee l 1 __ Financean 


ne esi ks : 
Rod Quiney 


Assistant Commissioner Assistant Commissioner 


Pacific Northern Ontario 
- SS SSS le ssn RO 
Kathy Turner Lawrence Hillier . Robert Rt 
Assistant Commissioner Assistant Commissioner | Assistant omm 
po ene «5, Sa Southern Ontario : 
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Schedule B - Government-wide Reporting 


To meet the Government’s commitment to 
accountability to Parliament that was expressed in 
Results for Canadians, the Treasury Board Secretariat 
(TBS) requires that we report progress and 
achievements on certain management policies and on 
specific major and government-wide initiatives. The 
initiatives and policies identified below are addressed 
throughout this annual report. More detailed 
information for some of these initiatives is available at 
the Web links listed in ‘Schedule D’ on page 83. 


Asset Management Plan (Material 
management—moveable goods) 


The CRA reports to TBS on the life-cycle management 
process for the moveable goods (i.e., cars, computers, 
technology infrastructure, etc.) in our Asset 
Management Plan via Resource Review Reporting. We 
have contained our immediate operating pressures, 
and by so doing, have maintained our allocations for 
future strategic investments and key asset 
replacements. This is facilitated with the controls set 
out in our renewed Budget and Expenditure 
management framework. See Table 8.2 on page 150 
for more information on the CRA’s Asset 
Management Plan. 


Government Online 


The Government Online (GOL) initiative is the 
Government of Canada’s commitment to make 
government more accessible to all Canadians, 
improve online service, and build trust and 
confidence in doing business online. The Public 
Works and Government Services Canada report 
Government On-Line 2005 acknowledged our 
achievements, making mention of CRA online 
services, such as “My Account” and new services for 
business. It also notes that over 40% of individual 
returns are electronically filed. 


In its report titled Leadership in Customer Service: New 
Expectations, New Services, the consulting firm 
Accenture noted that the CRA is transforming the way 
government delivers services through its involvement 
in the use of “information and communication 
technology to enhance Canadians’ access to improved 
client-centred, clustered services, anytime, anywhere 
in the official language of their choice.” 


Service Improvement in the CRA 


The CRA is a leader in the government-wide Service 
Improvement Initiative. Key service objectives include 
developing annual service improvement plans 
utilizing the Common Measurements Tool to measure 
client satisfaction, and adopting, publishing, and 
reporting on service standards. The CRA’s vision for 
service improvement is outlined in the Future 
Directions Initiative, while the Corporate Business 
Plan sets out strategies and implementation priorities 
for realizing service improvements. 

‘Schedule C’ on page 78 shows our overall 
performance against service standards. See the 
website listed in ‘Schedule D’ on page 83 for more 
detail on the CRA’s plan for service improvement, 
performance against service standards, and client 


satisfaction (results of our 2004 Annual Survey). 


Sustainable Development 


In the first year of its 2004-2007 Sustainable 
Development Strategy, the CRA completed almost 
90% of the 46 commitments it made for year one of 
the strategy. Information on sustainable development 
and performance results can be found on the website 
listed in ‘Schedule D’ on page 83. 


26. See footnote on page 29 for further information 
regarding the CRA’s Annual Survey. 
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Travel Policy 


The Treasury Board Secretariat Travel Policy, dated 
October 1, 2002, contains provisions for efficient and 
economical travel procedures. The following table 
outlines the major policy provision differences 


Key policy differences — Treasury Board and CRA 


between the TB and CRA travel policies. Overall, the 
CRA has not incurred additional costs with the 
implementation of its own Travel Policy. 


ee ee 


Policy provision : TB travel directive | CRA travel policy 
Meal and incidental allowances ~ + Incidental expense allowance is $17.30 / * — Incidental expense allowance is 

per day : $17.50 per day 
* Reduced to 75% at Day 31 when | * Reduced to 75% as of Day 61 and to , 
occupying corporate, apartment hotel, | 50% as of Day 121 in travel status (if 4 
or private accommodation period known at the outset, reduced 

| rate to be applied from Day 1) 

Reimbursement of actual cost of a * When reimbursement of meal _+*  Atthe manager's discretion, in 


meal (up to the applicable meal 
allowance) within the Headquarters 


expenses is clearly reasonable and 
justifiable as a direct result of an 
area employee's duties 


situations specified in the Policy, and in 
certain exceptional circumstances 


Reimbursement for distances driven + All distances necessarily driven on + Return distance between the 


within the Headquarters Area 
safe road routes 


Reimbursement of Interac fees on + No provision 
personal access cards 


User Fees Act 


It is the CRA’s policy to charge fees for services that 
provide identifiable recipients with direct benefits. 
The only exception to this is when overriding public 
policy or the program objectives would be 
compromised. Section (7) of the User Fees Act requires 
that every Minister table a report on user fees in effect 
to Parliament annually, on or before December 31 
following the end of each fiscal year. 


government business travel within the 
HQ via the most practical, direct, and 


workplace and the point of call 


it 
+ For withdrawals of cash as reasonably 
required on the trip 7 


A summary of the CRA’s three user fees under this Act 
as well as brief descriptions of the program, the type | 
of fee, the authority to charge the fee, and the 
consultation, analysis and client redress mechanism 
that are currently in place for each initiative canbe 
found in the financial tables of this report (see Table 7 
on page 145). 
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Response to Parliamentary Committees, Audits, and Evaluations for 2004-2005 


The following tables outline the CRA’s responses to reports by Parliamentary committees and by the Auditor 
General in 2004-2005. They also list the internal and external audits and evaluations of the CRA that were 
_ published in the past year. 


Responses to Parliamentary c« éorimittee ereports 


There v were no o Parliamentary cc committee = reports cuwing a Sap onse pon the CRA in 1 2004-2005 


_ The links included below are to the Auditor General reports listed, which include the CRA’s response. 
4 


: eee tc.. SSS AE tA ee 


Responses to Auditor General. reports 


‘See Revenue Agency—Resolving Disputes sand E Encouraging V Voluntary Disclosures 
-bv mino/reports.n f/ht 1/20041106ce.htm| 


——— aeeeeaees : ee ee peieenen ss saree ets 
sea of the National Initiative to Combat Money Laundering 


q www.oag-bvg.gc.ca/domino/reports.nsf/html/20041102ce.html 


q External audits eo. 
cre were no external audits of the CRA conducted i in 1 2004- 2005, 


 Internala audits and evaluations | 


Bs 2002- 2003 Selected Fiscal Year-End Procedures fesb mow 7 Long-Term L Leave Management (Québec) 

Agency Review Project — — Administrative Reform and Renewal _ Management of Accounts Receivable (review) 

(evaluation) 

“Agency Review Project - Governance (evaluation) neat ae | “MOU on Exchange of Information with HRDC 

“Agency Review P Project — -Human Resources Regime _ ie  Non- Capital Asset Management (Southern Ontario) 

(evaluation) 

Cash | Management Te Tax Follow Up esa remagiaiaieall Occupational. Health and Safety (multi- regional) 

Contracting Processes 4 re a+ Fae Partnership with the Nova Scotia WCB (Atlantic) 

Controls over Client Confi identiality (Atlantic) "i ee Regional Strategic Priorities (Atlantic) 

‘Informatics Technology Continuity Planning | ean i Remote Management (Québec) 

Information Exchange MOU with heRCME Ye Risk Management i in the Underground Economy Initiative 
_ (Atlantic) 

Information Received from the Province of PEI r ‘Surrey Tax Centre Business Returns Division Management 
| Framework (Pacific) 

T Management Framework (Atlantic) Sp Oe Sustainable Development “> 

IT Security 5-Year Review and Follow Up - T1 Reassessment Reversals (multi- regional) 

Investigations Directorate ee | Voluntary Disclosures Program 


Leads Management and Workload Development 


For further information on audits and Seiehions oo Visit: wwerthe “ect gc.ca/tm ma/database/ 
newdeptview_e.asp?id=114 under the heading ‘2004-2005’. 
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Schedule C - Overall Performance against Service Standards 


Service standards in the Canada Revenue Agency 
support our program administration and facilitate 
Canadians’ compliance with tax and benefits 
legislation, thereby contributing to our expected 
outcomes. Service standards are the cornerstone of 
the CRA’s performance management system. For our 
clients, service standards represent the CRA’s public 
commitment of the level of service that they can 


reasonably expect to encounter. 


Management sets targets that represent the percentage 
or degree of expected attainment of an established 
standard based on operational realities and 
infrastructure, historical performance, degree of 
complexity of the work, and Canadians’ expectations. 
Standards for front-end processing, for example, 
generally have shorter timeframes and/or higher 
targets, while those requiring greater review and 
analysis have lengthier time standards and/or lower 
targets. Performance that drops significantly below 
targets signals to managers that remedial action is 
necessary. 


Service Service standard 


Tax Services — Client 


1. Counter-service wait time 82% . 
peak periods) (see note) 
Target: 100% 
2. Processing visitor GST/HST rebate 4-6 weeks 95% | ey, * 98% a Z 99% id 
applications a Tee eee 
ay Target: 100% — Target: 95% | 
3. Responding to client requested 8 weeks “Qweeks x 5 weeks v 6 weeks : 
adjustments (T1) (see note) 
Target: 100% x‘ 
4. Problem Resolution Program Acknowledged within 48 hrs. 83% x 94% x | 98% 
(see note) 
Target: 100% 
5. Problem Resolution Program Resolution/client contact 100% Y 94% ab, i 97% Mg ini 
within 15 days (see note) 
Target: 100% / 
6. Processing fairness requests related to 4-6 weeks 92% 7 v | “90% ne v A 90% = ee, 
accounts receivable and trust accounts (see note) 


programs 


Legend v Met or exceeded target 


20 minutes (except during 


VW) Target mostly met (at least 95%) 


Meeting our service standards targets demonstrates 
that the organization is efficient and responsive to 
client needs. This helps establish credibility in our 
operations and contributes to increasing the level of 
confidence that Canadians can place in government. 


As well as being responsive to clients, service 
standards help to establish the necessary conditions 
for compliance. For example, the Agency’s ability to 
provide information or seek clarification of client 
information in a timely, predictable way alleviates 
client frustration that can lead to client error or delay 
decisions. It has long been our belief that by 
facilitating compliance, we enhance it. 


Overall, we significantly improved our service 
delivery performance in 2004-2005, meeting or mostly 
meeting our service standards targets 88% of the time 
as compared to 73% last year. 


More detailed information on Service Improvement in 
the CRA is available on our website at www.cra.gc.ca/ 
servicestandards. 


Results Results 
2003-2004 2004-2005 


‘Results 
2002-2003 


X 81% X 90% x 


Target: 90% 


X Target not met 
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Results = —>- Results 
2003-2004 2004-2005 
: 63% 
| (see note) 


| Target: 95% 


Results 
2002-2003 
83% x 


Service 


Service standard 


Mailed by the end of the month 


7. Providing Statements of Arrears (SOA) 
for corporations 


| 
| 
} 
| 


8. Providing Statements of Interim oe Mailed by the ign of the month | 70% x | 61% X 49% x 
Payments (SIP) to corporations on a | oe a es. Pd: (see note) 
monthly basis Target: 95%. 

“1 on ~ - . oe cae ee eee 2 rs Sa soueen heen ehiteemeenrinmnenenneess nesemnenteenneneenmmmnenemenmets meemeienemmmmnnnnenenieeesee | 

9. Charities - response to telephone Within 60 seconds | Not applicable Notavailable 90% v 
enquiries | : 

— rE Oa SNE PSL = ee 
| | Target: 85% 
J, IS ee a ee 
% . within two minutes ! Notapplicable Notapplicable 81% v 
if i Vadis ec ama ! deve hess note) 
eee ety pee: Target: 80% 
me: reves SEA Sie BSE A a a ata Ce Pee OED A 
{ Within two minutes Not applicable Not applicable 81% v 
Pe | | (see note) 
{ ut Target: 80% | 
12. Advance income tax rulings to taxpayers | Within 60 days | } 603days A [ a 7 days. bees || 62 days _ m4 | | 
x Target: 100% 
13. Technical interpretations to taxpayers _ Within 90 days c 78 days ee | 82 days ¥ 75 days va 
g Target 100% 
_ 14. Applications to register pension plans | Deemed registration within 60 days | 77% x i 78% X 88% v | 


I | 
| ae) ee eS ER Pn |S eps dseaseckeastteeareee 


Target: 85% 


a 


EY ESET ELSE SIS 


; 15. Applications to register pension plans | Complete review in 180 days r (89% a) 91% eae 89% — y i 
: | Target: 85% a } ae eee) 
16. Amendments registered pension mi ‘9 months ss | 79% Wi 78% YY 84% i mast 
plans | | Target: 80% ase et ai ine lnncsiammmaseaiintoam ie 
17. Termination of registered pension plans | One year a fer > 89% is ea T7Ssn im a Caale 88% ATE 
. | / “Target: 85% — a a 
B18. Retirement savings plans(applicationsto | Within6odays a 4% K | OM ML IM an 
: | Sas. LS eRe | re a eas __ Target: 809 80% Se CU Sts Sear es 
19, Retirement income funds (applications Within 60 days | 66% X 90% Vows 95% iv 
: to register, amend, or terminate) | | Target: 80% Sena ce ae we 
‘ 20. Education savings I clea le oe Re eel 2X nil 92% =~ pea 93% Seo Vv 1 
: register, amend, or terminate) | aes FSi 


| Target: 85% 


¢ itnnetaarents : Eek Ee a es DETR CEE LT WIP... REISE EE EEA ISS 
; ) 21. Actuarial valuation reports | 9months J 73% KOT 270 x 81% A 
| ea re pee ee slvemaalinly Wipe target 80%) fore © ur oc re eae 
| : | 22. Deferred income plans — Response to | Within 2 working days - 100% v 100% v 100% if’ 
i telephone enquiries (see note) 
ij | Target: 100% 
23. Deferred income plans — Response to _ Within 60 days ie 60% x 64% x | 69% we 
> . wos | i oe =e = 
; written enquiries | Target: 80% 
| Se SS 9 EE RE SS EEE PENT : SSE == RS 
ra cc ee RRs ator aac PERCE SS I NR Ae os ’ x 5 
i) SS sede of Met or exceeded NUS WA fone es met seek least le x Target ni not n met New or modified service standard 
ha | ota = umet's PACE Satara | : : : : 
fh 
: 
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Results 
2004-2005 


Results 
Service 2003-2004 


"24, Deferred Profit Sharing Plans- 


registration pene 
) 7 a ‘ Sot oke = ie al 
4 


25. Deferred Profit Sharing Plans~ 


amendments or termination — 
26, Processing T1 individual income tax 4-6 weeks 


| | Under | Y — Under 4 
returns (paper) 4 weeks . 


v Under 4 


weeks 


_ weeks 


Target: 4 weeks 
“27. Processing T1 individual income tax . 2 weeks | Under 2 “4 
returns (EFILE, TELEFILE, NETFILE) 2 weeks weeks 
| . | Target: 2 weeks 
| 28. Processing T3 trust returns “Within 4 months ae ae aes 97% va 
29. ProcessingGST/HSTreturns —-—S|s 2. days. ~~ ae 96% Yi 98% 7 | 


Target: 100% Target: 95% | 
75% in 50 days 75% Y 76% Y | 82% v | 
Target: 75% in 50 days ' /; 


90% in 90 days | 91% Y 93% VY | 96% v | 


Target: 90% in 90 days 


_ 30. Processing T2 corporation income tax 
| returns | 


tha 


Claims — SR&ED tax incentives 


31. Refundable claims - combined target (e136 days fl a 93% Y = 95% v 39 ae | 
di ; i 

| (unaudited and audited) : Target: 90% . 
32. Non-refundable claims — combined 365 days 89% Wi 92% Y | 94% vail | 


target (unaudited and audited) Target: 90% 
: 90% 


33. Claimant-requested adjustments to 240 days . 93% ¥ | 95% | vo 


refundable claims 
Target: 90% 


34. Claimant- requested adjustments to 365 days 88% . Ve 94% v 94% v 4 


non-refundable claims 


os ee ee Target: 90% 
Claims — Video and film tax credits 
35. Refundable claims - unaudited 60 days . : . 94% X 96% “ 


eee om ; ~<ije= Target: 100% Target: 90% 4 
36. Refundable claims ~ audited 120 days 87% X 93% ¥Y | 95% faq 
| =F t : 
. 


- ; _ Target: 100% Target: 90% ~ 
Legend J Metor exceeded target | | Target mostly met (at least 95%) |X Targetnotmet Ne fee dos 
ee ee ae Rn vam et 4 


8 - tee 
: CCRA Annual Report to Parliai 


ee ee ee eee ee 
| 


Service 


37. Processing CCTB applications 


Service standard 


pee 


End of second month after month 


Results | Results 


Results 
2002-2003 2004-2005 
2» E55 


\ 
I 


| 98% Y 99% Y 99% 
_ in which application is received (see note) 
¥ . - n rae | > ee RLS IE! 7 BLE deer, <Hit eee ett ee ae rar yi 
38. Account maintenance/Responding to — _Endofsecondmonth after month — Notapplicable 98% Y¥ 99% v 
written enquiries _ in which enquiry is received (see note) 
| Target: 98% ie 
39. Validation and control. Results of review 60 days | Not applicable / 92% . v4 iT 98% iileiages 0 
/ (see note) 
| Target: 90% 
siieie ee 
40. Taxpayer Representative Identification _ Processing of T1013s within five _Notapplicable = Notapplicable 50% (not x 
System (TRIS) _ days of receipt during non-peak [ors | __represent- 
_ periods and 20 days during peak . ative, see 
— periods note) 
ir oe 
} 


41. 30-day first contact letter for objections, — 
disputes, and appeals 


| Legend JY Met or exceeded target _ A Target mostly met (at least 


Explanatory notes: With respect to Data Quality (DQ) or significant 
Variance (V) in performance. 


Where service standards are expressed in terms of a number of days, 
they refer to calendar days. 


Standard 1: DQ: The standard does not apply during peak periods. 
Peak periods are from 10:30 am to 1:00 pm daily, and from 8:15 am to 
5:00 pm, March 1 to April 30. 


_ Standard 3: DQ: The standard applies to straightforward client- 
_ requested adjustments, that is, those that pertain to workflows that do 
not involve waiting for substantive information in order to be resolved. 


Standards 4 and 5: DQ: The results represent TSO offices only, not 
Tax Centres. 


Standard 6: DQ: The result is based on an estimate. 


_ Standards 7 and 8: V: Performance results can be attributed in part 
to labour disruptions. We are implementing a plan to improve 
these results. 


"Target: 90% 


ENS BR LIER PE ASME OS 1 ENTER TILE TOES NI OIRO PRI STR TD 


— 90% 
_ (see note) 


"New or modified service standard 


Standards 10 and 11: DQ: These are new standards and historical 
data is not available. During the six weeks of the fall 2004 labour 
disruptions with fewer phone lines staffed, we believe that we mostly 
met these standards. We have excluded these results, because they do 
not fairly represent the reduced level of service available to Canadians 
during this period. 

Standard 22: DQ: Information is based on a manual count of 
employee reports. 


Standards 24 and 25: DQ: These are new standards and historical 
data is not available. 


Standards 37, 38, 39 and 40: DQ: Information is based on a sampling. 


Standard 40: V: Sampling was conducted immediately following 
labour disruption. Due to the unusual backlog, the performance is not 
considered representative. 


Standard 41: DQ: This standard excludes, for example, those resolved 
within 30 days, invalid objections, and group objections dealing with a 
common issue such as pay equity disputes. 


As indicated in the above table, in 2004-2005 we successfully implemented and met four new service standards 
and revised the target downward to 95% for GST/HST Visitor Rebate Applications — expectations set out in the 


2004-2005 Corporate Business Plan. 


The following tables provide an update on service standards under development from the 2004-2005 to 2006-2007 
Corporate Business Plan. During the past year, it was also decided through the 2005-2006 to 2007-2008 Corporate 
Business Plan to lower the target for counter service in 2005-2006 to 90% to reflect the evolving counter service 

strategy and to discontinue development of the service standard for Disability Tax Credit since this activity is done 


_as part of normal T1 processing. 
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Se an 3 c. | 
: ea ae 
5 ae 
Pe : =. : 4 


New Service Standards and Targets for 2005-2006 . 
¥ ey ao eer om Target 
Tax Services Timeliness of delivery of T1 packages to clients (under review) tbd 


’ 
I _ New statistical services User fees - New legislative reporting requirement thd 


eS ————— ue 


Aajoseroents to SS iaeee ARNIS Standards for 2005-2006 


"Tax Services - Counter service wait times — target | lowered to 90% 


Service Standards nncen Development in 2005-2006 


-‘Tax Services a Responding to correspondence related to general and business enquiries 
| ‘Change My Return’ via ‘My Account’ 

| Responding to enquiries regarding GST/HST rulings 

Charities — processing of applications for charitable registration 

Charities — response to written enquiries 

Technical telephone enquiry service — 


Processing Excise — Other Levies returns 


| _ Benefi t Programs = Canada Child Tax Benefi t — telephone service 
| and Other Services 


82 
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Schedule D- Key URLs for Additional Information E 
5 
< 
CRA Websites 
eens ee eer ener oe 
2003- 2004 Annual Report | Ww ra.gc.ca/a ann al )3-2004/men 1u-eh ml oo 
ee a - a 
2004-2005 to 2006-2007 oes Business | Plan — / www.Cra-arc.gc.ca/agency ‘/bus ine laine 2 4 /menu-e html = : 
a= rn nn ee Fe —- Sania tae Te _ m ~ 
Board of Management biographies | WWW.Cr enc) yb r Met ira phi =e. aS 
= BU Re RE 2 nen A teh On ee Em 7 | a 
= (OD 
Canada Child Tax Benefit _ www.cra- arc.gc.ca alo n fits its/ cetb/t menu- h iy > 7 
fa ne 4% PUENTE Ble Asad) A Ce a ee a Minas €tyae wa eB cal 4 i 
CRA Commissioner's ‘biography | WwWw.Cr an er/menu-e 2. htt ul 
CRA: The First Five Years {ww ww.cra-arc.gc.ca/agenc evieV 05 menu- | 
CRA E- “services (Government Online) | www.cra. es rvices oh menu-e. htm! 
eae tS STR A ehs iy pl GL, GIy) ARG ANG PEACOAT pina a 2 7 a 
E- “commerce Technical Information Bulletin www.cra.g¢.ca IE u o/itnews- 25, /itnew =25 -e, df x 
—— —— on fn — - —— — Wn 
External (User) ) Charging Revenues | www.cra.g¢. c.ca/users = 
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Service Improvement i in CRA | 


Sustainable Development 
‘SR&ED Publications 


Voluntary Disclosure Program 


Access to Information / Act 


Canadian Border Services Agency, 


eeenshic’at and Immigration Gneas 
Department of Finance Canada 
Department of Justice Canada 
Government of Canada 
Government Online initiative 


House of Commons 


Privacy Act 


Social Development Canada 
Treasury Board Secretariat 


Voluntary Sector Initiative 
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Schedule E - Glossary 


Abandoned Calls 


Accrual Accounting 
Caller Accessibility 
Cancellation 
Compliance 


Consolidated Revenue Fund 


Dispute 


Eligible/Entitled 
Enforcement 
Entitlement 
Expected Outcome 
Expected Results 


Fairness Provisions 


Fiscal Impact 


Governance 
Modified Cash Accounting 


Non-workable File 


Output 


Performance 


Risk 


~ which they are considered to have been earned and incurred. | 


governed. 


Telephone enquiries in which clients who get into the automated call distributor 
hang-up before reaching an agent. Hang-ups result from the queue voice message 
providing the caller with sufficient information, or the caller not wanting to wait 
any longer. 


The method by which revenues 5 and expense transactions are e recorded for the period ir in 


A measure of the percentage of callers who are connected to our ur telephone s service and 
reach the voice message. 


The reversal ofa penalty or interest that has already been assessed. 


me aa 
Adherence to the law. Total compliance with tax laws includes filing, registration, 
remmitance and reporting for taxes and benefits in a voluntary, accurate and timely 
manner. 4 


The Canadian Government bank account that must be used by all | departments and 
agencies. All deposits and all payments must be credited or charged to the Consolidated 
Revenue Fund through the Receiver General. 


General term to designate a dispute, objection, or r appeal to the Minister made by or oron 
behalf of a client, related to a CRA decision. 


Meets the requirements to qualify. to receive a a specific payment/credit 


Actions taken by the CRA to identify and correct cases of non- n-compliance. 


The amount due to an entitled person fora specific period. 


The CRA has identified five intermediate-level expected outcomes that provide a a 
measure of our success in achieving our strategic outcomes. Each of our business lines 
contributes to one or more of these outcomes. 


Clear and measurable statements of what the CRA. expects to achieve over the planning 
period, against which our performance will be assessed and reported. 


Legislation introduced in the early 1990s that provides relief (e.g., forgiveness of interest 
and penalties) to clients in specific circumstances beyond their control. 


Total fiscal impact is additional tax identified through our compliance activities and 
includes federal and provincial tax (excluding Québec), federal tax refund offset or 
reduced, interest and penalties, and present value of future tax assessable. 


A comprehensive term that denotes the institutions and processes by which people are 


A method of recording expenses and revenues, that includes payables or receivables at 
year-end—even though cash may not have been exchanged. 

A file that is awaiting a court decision, a related file that is pending, a file that is awaiting 
an opinion from a headquarters appeals office, or (with respect to CPP/EI and tax issues), 
a file that has been referred to a specialized CPP/El group of appeals for an opinion. | 


The actual activities, products, or services produced by carrying out a program or an 
initiative. 

How well an organization, program, etc, is achieving its planned results measured 
against expected results. 


The expression of the likelihood of an n event tox occur that has the potential to impact the 
achievement of an organization's objectives. Risk is managed by a systematic approach 

to setting the best course of action under uncertainty by identifying, assessing, 
understanding, acting on, and communicating risk issues. 


Service Standard 


_ Strategic Outcome 


Tax on Income (TONI) 


_ Underground Economy 


| 


Voluntary Disclosure Program 


Waiver 


- Write-offs 
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_ Apublic statement about the level of performance the CRA is committed to, and that 
Canadians can reasonably expect to encounter. 


provide long-term benefits to Canadians. 


This outcome describes the difference an organization is mandated to make that 


The method by which provinces and territories define the tax rate schedules that they 
will apply directly to taxable income. 


Economic activity thati is neither reported or recorded. Thus payment of due taxes" 
is avoided 


Provides clients with the opportunity to correct any past errors or omissions, and to 
report, without Penalty, their tax obligations to the CRA. 


_ When penalties or or interest have not yet been charged, a decision is made not to charge 
_ the amount, either at the client’s request or at the CRA's own initiative. 


Uncollectable taxes that are deleted from active inventory of accounts receivable, after 
the CRA has taken all reasonable collection action, and exhausted all possible means 
of collection. 
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Schedule F —- Acronyms and Abbreviations 


ACS 


ADR 


“AR 
ATIA 
BoM 
CAS 
CBHRM 


CBSA 


CRA 
CCTB 
CIAT 
CMD 
CBP 
CPP 
CPRS 
CSE 
CSA 
CSIs 
DTC 
EAP 

EE 

El 

ESS 

EX 
FINTRAC 


FIS 
FTE 
‘FTP 
GST 
GTEC 
HR 
HRSDC 
HRR&R 
HST 
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Canada Border Services Agency eee aL eT) | 


‘Canada C Child Tax Benefit 


Inter-American Centre of Tax Administrations 


Agency Classification Standard 
Alternate Dispute Resolution . . = | 
Annual Report ac eee: 
Access to Information Act hata 
Board of Management aa 


Corporate Administrative Systems 


Competency Based Human Resources 
Management 


Canada Revenue Agency 


ane | 


eed 


Corporate Management and Direction 
Corporate Business Plan ey 
Canada Pension Plan qoe We ae ee | 
Contract Payment Reporting System | eae 7] 
Communications Security Establishment _ pane) 


Children’s Special Allowances 


Canadian Security Intelligence Service | | 


Disability Tax Credit 

Employee Assistance Program ——— 
Employment Equity : 
Employment Insurance 
Employee Self Service 
Executive Group 


Financial Transactions and Reports Analysis Dt 
Centre of Canada 

Financial Information Strategy y, 
Full-Time Equivalent | 
File Transfer Protocol = 
Goods and Services Tax 
Government Technology Exhibition 
Human Resources 7 
Human Resources & Skills Development Canada 
Human Resources Reform and Renewal 


Harmonized Sales Tax 


| IT _ Information Technology 
1B ) _[clefecpation Technology Branch 
-JITSIC Joint International Tax Centre Information 
| _ Center 
di Og Distributed Environment 
“MG MaragerentGrup 
| MOU ~ Memorandum of Understanding 
| ~MRRS~ aor Management, Resources and Results Structure 
MSS | Manager Self Service 
i Nepaee iy _ National Child Be Benefit se 
-NSTR- Nova Scotia Taxpayer Refu nd 
—OAG 4 Office of the Auditor General of Canada 
orc |< Organization for Economic Cooperation and 
: - Development 
Wd oo eM L 
PAA —_ Program Activity Architecture 
PATA _ Pacific Association of Tax Administrators 
" PIPSC ‘ "Professional Institute of the Public. Service of 
| Canada 
hehe -Pre-Qualification Process Ji 
L PRAS _ Planning Reporting Accountability & Structure 
"P5AC_—PublicSenice lance ofCanada 
] RCMP _ Royal Canadian Mounted Police 
“SREED ‘Scientific Research and Experimental 
~ Development 

clases Service / Availability Improvements | é 
spc ‘i Social DevelopmentCanada 
| rsp | "Sustainable Development 
eas cee 
3 T1 x ae Income Tax and Benefi t Return eee 
(12 Corporation Income Tax Return 
74 ar) "Statement of earnings and employer “ 

_ deductions 

TSO i Tax Services Office erie 

VDP —_ Voluntary Disclosures Program 
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Statement of Management Responsibility 


We have prepared the accompanying financial statements of the Canada Customs and Revenue Agency according to the 
accounting principles consistent with those applied in preparing the financial statements of the Government of Canada. 
Significant accounting policies are set out in Note 2 to the financial statements. 


The Agency’s management is responsible for the integrity and objectivity of data in these financial statements. To assure 
objectivity and freedom from bias, these financial statements have been approved by the Agency’s Audit Committee on behalf 
of the Board of Management. The Audit Committee is independent of management and meets with management, the internal 
auditors, and the Auditor General of Canada on a regular basis. The auditors have full and free access to the Audit Committee. 


Some of the information included in the financial statements, such as accruals, and the allowance for doubtful accounts, is 
based on management's best estimates and judgments with due consideration to materiality. To fulfill its accounting and 
reporting responsibilities, management maintains sets of accounts, which provide a record of the Agency’s financial 
transactions. Financial information submitted to the Public Accounts of Canada and included in the Agency’s annual report is 
consistent with these financial statements. 


The Agency maintains financial management and internal control systems that take into account costs, benefits, and risks. They 
are designed to provide reasonable assurance that transactions are within the authorities provided by Parliament and by others 
such as the provinces and territories, and are executed in accordance with prescribed regulations and properly recorded to 
maintain the accountability of funds and safeguarding of assets. Financial management and internal control systems are 
reinforced by the maintenance of internal audit programs. The Agency also seeks to assure the objectivity and integrity of data 
in its financial statements by the careful selection, training, and development of qualified staff, by organizational arrangements 
that provide appropriate divisions of responsibility, and by communication programs aimed at ensuring that its regulations, 
policies, standards, and managerial authorities are understood throughout the organization. 


The Auditor General of Canada conducts an independent audit and expresses opinions on the accompanying financial 


statements. 


Approved by: 


oe: 


Michel Dorais 
Commissioner 


fle 


James Ralston 
Chief Financial Officer and Assistant 
Commissioner, Finance and Administration 


Ottawa, Ontario 
August 31, 2005 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR’S REPORT 


To the Board of Management of the Canada Customs and Revenue Agency 
and the Minister of National Revenue 


I have audited the statement of financial position — Agency Activities of the Canada Customs and Revenue 
Agency as at March 31, 2005 and the statements of operations, net liabilities and cash flow for the year then 
ended. These financial statements are the responsibility of the Agency’s management. My responsibility is to 
express an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of the 
Agency Activities of the Canada Customs and Revenue Agency as at March 31, 2005 and the results of its 
operations and its cash flows for the year then ended in accordance with Canadian generally accepted 


accounting principles. 


ion Pee ee 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
August 31, 2005 
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Statement of Financial Position - Agency Activities 


as at March 31 
(in thousands of dollars) 


ASSETS 


Financial assets 
Cash 
Due from the Consolidated Revenue Fund 
Accounts receivable (Note 7) 


Non-financial assets 
Prepaid expenses 
Consumable supplies 
Property and equipment (Note 9) 


TOTAL 
LIABILITIES 


Accrued employee salaries and benefits 
Accounts payable and accrued liabilities 
Vacation pay and compensatory leave 
Capital lease obligations (Note 13) 
Employee severance benefits (Note 16) 
Other liabilities 


Net liabilities (Note 8) 
TOTAL 


Contingent liabilities (Note 12) and commitments (Note 14) 
The accompanying notes are an integral part of these financial statements. 


laa 


Approved by: 


2005 


132 
284,034 
120,078 
404,244 


10,283 
3,422 
290,628 
304,333 


708,577 


106,766 
216,332 
124,946 

475 
372,472 

22) 
821,212 


(112,635) 


708,577 


(restated — Note 3) 


Michel Dorais 
Commissioner 
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Connie I. Roveto 
Chair, Board of Management 


2004 


saiAioy Aouaby 


7,185 

5,054 
222,751 , 
234,990 


440,207 | 


67,714 
118,399 
87,677 
3,281 
O20) 
283 
629,911 


(189,704) 


440,207 
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168,491 
36,579 
205,217 
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Statement of Operations — Agency Activities 


CONTINUING OPERATIONS 
Non-tax revenue (Note 5) 


Tax services 

Benefit programs and other services 

Appeals 

Corporate management and direction 
Total non-tax revenue 


Expenses (Note 6) 


Tax services 

Benefit programs and other services 

Appeals 

Corporate management and direction 
Total expenses 


Net cost of continuing operations 


TRANSFERRED OPERATIONS (Note 3) 


Customs operations non-tax revenue (Note 5) 


Customs operations expenses (Note 6) 
Net cost of transferred operations 


Net cost of operations 


for the year ended March 31 
(in thousands of dollars) 


The accompanying notes are an integral part of these financial statements. 


2005 


125,709 
23,088 
8,761 
bi2733 
270,291 


2,493,080 
97,378 
112,024 
842,173 
3,544,655 


3,274,364 


3,274,364 


2004 


145,581 
6,534 
P59 
37,410 
201,084 


2,293,399 
91,690 
102,179. 
773,419 
3,260,687 


3,059,603 


12,930 
881,456 


868,526 


3,928,129 
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Statement of Net Liabilities - Agency Activities 


for the year ended March 31 
(in thousands of dollars) 


Net liabilities at beginning of year 

Net cost of operations 

Net cash provided by Government of Canada 

Services provided without charge by other government agencies and departments 


(Note 11) 


Change in Due from the Consolidated Revenue Fund 
Net liabilities at the end of year as originally reported 


Net assets transferred to the Canada Border Services Agency (Note 3) 
Net liabilities at end of year - As restated (Note 8) 


The accompanying notes are an integral part of these financial statements. 


2005 
(189,704) 
(3,274,364) 
2,808,320 
427,570 


115,543 
(112,635) 


(112,635) 


2004 
(222,065) 
(3,928,129) 
3,297,281 
545,262 


(51,872) 
(59,523) 


(130,181) 


(189,704) 
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Statement of Cash Flow — Agency Activities 


for the year ended March 31 
(in thousands of dollars) 


Operating activities 

Net cost of operations 

Items not affecting cash 
Amortization of property and equipment 
Net loss on disposal/write-off of property and equipment 
Services provided without charge by other Government agencies and 

departments (Note 11) 
Change in financial assets other than Due from the Consolidated Revenue Fund 
Change in non-financial assets other than property and equipment 
Change in liabilities other than capital lease obligations 
Cash used in operating activities 


Investing activities 
Acquisition of property and equipment 
Change in capital lease obligations 


Proceeds from disposal of property and equipment 
Cash used in investing activities 


Net cash provided by Government of Canada 


The accompanying notes are an integral part of these financial statements. 


100 


2005 


3,274,364 


(43,585) 
(789) 


(427,570) 
83,484 
1,466 
(194,107) 
2,693,263 


ela 
2,806 
(26) 
115,057 


2,808,320 


2004 


3,928,129 


(37,850) 
(4,409) 


(545,262) 
12, 35% 
(2,284) 
61,977 
3,412,858 


181,996 
2,687 
(260) 
184,423 


3,597,281 
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Notes to the Financial Statements — Agency Activities 


1. Authority and purpose 


The Canada Customs and Revenue Agency (the “Agency”) was established effective November 1, 1999, under the 
Canada Customs and Revenue Agency Act (CCRA Act) as an agent of Her Majesty of Canada. It is a departmental corporation 
named in Schedule II of the Financial Administration Act and reports to Parliament through the Minister of National Revenue. 


The Agency’s mandate is to provide support, advice, and services when: 
(a) supporting the administration and enforcement of program legislation; 


(b) implementing agreements between the Government of Canada or the Agency and the government of a province or other 
public body performing a function of government in Canada to carry out an activity or administer a tax or program; 


(c) implementing agreements or arrangements between the Agency and departments or agencies of the Government of Canada 
to carry out an activity or administer a program; and 


(d) implementing agreements between the Government of Canada and Aboriginal governments to administer a tax. 


The Agency collects revenues, including income and sales taxes, Canada Pension Plan contributions, Employment Insurance 
premiums, administers tax legislation, and delivers a number of social benefit programs to Canadians for the federal 
government as well as for provincial, territorial, and Aboriginal governments, and collects amounts for other groups or 
organizations. It is responsible for the administration and enforcement of the following acts or parts of acts: Air Travelers 
Security Charge Act, the CCRA Act, the Children’s Special Allowances Act, Part V.1 of the Customs Act, the Excise Act, the 
Excise Tax Act (including GST/HST except for GST/HST on imported goods), the Excise Act, 2001, the Income Tax Act, 

and others. 


Originally, the mandate of the Agency was to support the administration and enforcement of tax, customs, and trade legislation 
as well as other related legislation. As a result of the creation of the Canada Border Services Agency (CBSA), the Agency’s 
mandate regarding the administration of customs legislation is now limited to the collection functions under Part V.1 of the 
Customs Act. Accordingly, effective March 31, 2004, revenues, expenses, assets and liabilities relating to customs operations are 
now reported by the CBSA (see Note 3 for more details). 


In delivering its mandate, the Agency operates under the following business lines: 


(a) Tax Services: Assesses and collects taxes on behalf of federal, provincial (except Quebec) and territorial governments, and 
promotes compliance with Canada’s tax laws. 


(b) Benefit Programs and Other Services: Delivers certain income-based benefits, credits and other services to low- and 
moderate-income Canadians on behalf of federal, provincial (except Quebec), and territorial governments. 


(c) Appeals: Provides clients an impartial review of their disagreements with CCRA decisions involving tax, customs, 
employment insurance, Canada Pension Plan, and trade administration issues. It manages the Voluntary Disclosure Program 
and coordinates initiatives relating to the fairness of Agency programs. 


(d) Corporate Management and Direction: Provides the following internal services: financial, administration, information 
technology, human resources, communications, legal, internal audit, and program evaluations. 
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2. Summary of significant accounting policies 


For financial reporting purposes, the activities of the Agency have been divided into two sets of financial statements: Agency 
Activities and Administered Activities. The financial statements — Agency Activities include those operational revenues and 
expenses, which are managed by the Agency, utilized in running the organization and in most part, financed by parliamentary 
appropriations. The financial statements — Administered Activities include those revenues and expenses which are administered 
for someone other than the Agency, such as the federal government, a province or territory, or another group or organization, 
The purpose of the distinction between Agency and Administered activities is to facilitate, among other things, the assessment 


of the administrative efficiency of the Agency in achieving its mandate. 


As required by section 88(2)(a) of the Canada Customs and Revenue Agency Act, the financial statements — Agency Activities 
have been prepared using accounting principles consistent with those applied in the preparation of the financial statements of 
the Government of Canada. The accounting principles used are consistent with Canadian generally accepted accounting 
principles for the public sector. A summary of significant accounting policies follows: 


(a) Parliamentary appropriations 
The Agency is financed by the Government of Canada through Parliamentary appropriations. Appropriations provided to 
the Agency do not parallel financial reporting according to Canadian generally accepted accounting principles, as they are 
based in large part on cash flow requirements. Consequently, items recognized in the Statement of Operations and the 
Statement of Financial Position may be different in value from the same items recognized on a government funding basis. 


(b) Expense recognition 


All expenses are recognized when goods and services are received. 


(c) Revenue recognition 
Non-tax revenue is recognized when the services are rendered by the Agency. Non-tax revenue reported in this statement 
excludes administered revenues such as interest and penalties collected under the authority of the I~come Tax Act, the 
Excise Act, the Excise Tax Act, or other similar legislation. 


(d) Consumable supplies 


Consumable supplies consist of forms and publications. The cost of consumable supplies is charged to operations in the 
period in which the items are used. 


(e) Property and equipment 
All costs of $10,000 or more incurred by the Agency to acquire and develop property and equipment (including leasehold 
improvements) are capitalized and amortized over the useful lives of the assets. Similar items under $10,000 are expensed 
and are disclosed as equipment purchases in Note 6. The capitalization of software and leasehold improvements has been 
done on a prospective basis from April 1, 2001. Amortization of property and equipment is done on a straight-line basis 
over the estimated useful lives of assets as follows: 


Asset Useful life 
Machinery, equipment, and furniture eas ; ~ 10 years 
In-house developed software 7 years 
Vehicles and other means of transportation 5 years 
Information technology equipment 5 years 
Purchased software 3 years 
Capital leases and leasehold improvements Term of the lease 


Assets under construction/development are not amortized until completed and put into operation. 


(f) Services provided without charge by other government departments 


Estimates of amounts for services provided without charge by other government departments are included in expenses. 
Those amounts include: 


(@) accommodation provided by Public Works and Government Services Canada; 
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Gi) employer's contributions to the health insurance plan and employee benefit plan provided by Treasury Board; 
(iii) legal services provided by Justice Canada, 

(iv) audit services provided by the Office of the Auditor General of Canada; 

(v) workers’ compensation benefits provided by Human Resources and Skills Development Canada; and 


(vi) payroll services provided by Public Works and Government Services Canada. 


(g) Net cash provided by Government of Canada 


The Agency operates within the Consolidated Revenue Fund (CRF). The CRF is administered by the Receiver General for 
Canada. All cash receipts are deposited to the CRF and all cash disbursements are paid from the CRF. The net cash provided 
by government is the difference between all cash receipts and all cash disbursements including transactions with 
departments and agencies. 


(h) Due from the Consolidated Revenue Fund (CRF) 


Due from the CRF represents the amount of cash that the Canada Customs and Revenue Agency is entitled to draw from the 
CRF without further appropriations to discharge its liabilities. These amounts have been charged to current or prior years’ 

appropriations, but will be paid in the future and include items such as accrued employee salaries, accounts payable, and 
accrued liabilities. 


(i) Vacation pay and compensatory leave 


@ 


Vacation pay and compensatory leave are expensed as the benefits accrue to employees under their respective terms of 
employment. The liability for vacation pay and compensatory leave is calculated at the salary levels in effect at the end of 
the year for all unused vacation pay and compensatory leave benefits accruing to employees. Vacation pay liabilities 


payable on cessation of employment are Agency obligations that are normally funded through future years’ appropriations. 


Employee future benefits 


(i) Pension benefits 


All eligible employees participate in the Public Service Pension Plan administered by the Government of Canada. The 
Agency’s contributions reflect the full cost as employer. This amount is currently based on a multiple of an employee’s 
required contributions and may change over time depending on the experience of the Plan. The Agency’s 
contributions are expensed during the year in which the services are rendered and represent the total pension 
obligation of the Agency. The Agency is not currently required to make contributions with respect to any actuarial 
deficiencies of the Public Service Pension Plan. 


(Gi) Severance benefits 


Employees are entitled to severance benefits, as provided for under labour contracts and conditions of employment. 
The cost of these benefits is accrued as employees render the services necessary to earn them. The cost of the benefits 
earned by employees is calculated using information derived from the results of the actuarially determined liability for 
employee severance benefits for the Government as a whole. 


(k) Employee benefit plan 


() 


The Government of Canada sponsors an employee benefit plan (health and dental) in which the Agency participates. The 
Agency’s contributions to the plan are recorded at cost and charged to personnel expenses in the year incurred. They 
represent the Agency’s total obligation to the plan. Current legislation does not require the Agency to make contributions 
for any future unfunded liabilities of the plan. 


Measurement uncertainty 


The preparation of these financial statements requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities on the date of the financial statements and the reported amount of revenue and 
expenses during the reporting period. Employee severance benefits, contingencies, and the useful life of property and 
equipment are the most significant items where estimates are used. Actual results could differ from the current estimates. 
The estimates are reviewed periodically and, as adjustments become necessary, they are reported in the Statement of 
Operations in the period in which they become known. 
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3. Transferred operations 


As a result of the creation of the Canada Border Services Agency (CBSA) on December 12, 2003, all assets and liabilities relating 
to customs operations and falling under CBSA responsibility were transferred to the CBSA as of March 31, 2004. The 
information required to segregate the customs operations assets and liabilities was not available at the time that the 

2004 financial statements were prepared. Consequently, in this year’s financial statements, the statement of financial position as 
at March 31, 2004 has been restated to reflect the transfer of customs operations assets and liabilities to CBSA, and to present 
the 2004 statement of financial position on a basis comparable to the 2005 presentation. As a result of transferring net assets for 
a total of $130,181,000 to CBSA, CCRA’s net liabilities as at March 31, 2004 were increased by the same amount. 


The following table presents the impact of the transfer of assets and liabilities to CBSA as at March 31, 2004. 
As previously | Transferred 
reported =  toCBSA _ Asrestated 
. (in thousands of dollars) 


ASSETS 


Financial assets 


Cash - 318 171 147 
Due from Consolidated Revenue Fund 214353 45,862 168,491 
Accounts Receivable ESM C CN AUG Wes ei 4 i oOo 2 


Non-financial assets 


Prepaid expenses 7,427 242 7,185 
Consumable supplies 9,043 3,989 5,054 
Property and equipment , 469,440. 246,689 e2eloe | 
485910. 250,920. 234 000 
TOTAL “E738 639 1k) 908 425) 1 aaa 207m 
LIABILITIES 
Accrued employee salaries and benefits 87,232 19,518 67,714 
Accounts payable and accrued liabilities 144,663 26,264 118,399 
Vacation pay and compensatory leave 106,929 19,252 87,677 
Capital lease obligations 3,281 - 3,281 
Employee severance benefits 454,267 HOV 352,500 
Other liabilities 1,783 1,500 283 
798,155 168,244 — 629,911 
Net assets/(liabilities) (59,523) 130,181 (189,704) 


TOTAL 
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4. Parliamentary appropriations’ 

The Agency receives most of its funding through Parliamentary appropriations. Items recognized in the Statement of Operations 
and the Statement of Financial Position in one year may be funded through Parliamentary appropriations in prior, current, or 
future years. Accordingly, the Agency has different net results of operations for the year on a government funding basis than on 
an accrual accounting basis. These differences are reconciled below. 
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2005 2004 


(in thousands of dollars) 
Net cost of operations 3,274,364 3,928,129 


Expenses not requiring use of current-year appropriations: 


Amortization of property and equipment (43,585) (37,850) 
Adjustment to prior years’ accruals 5,640 3,350 
Consumable supplies (1,632) (494) 
Loss on disposal/write-off of property and equipment (815) (4,652) 
Services provided without charge by other government departments (Note 11) (427,570) (545,262) 
Other (79,810) 10,056 
(547,772) (574,852) 


Asset acquisitions funded by current-year appropriations: 


Property and equipment | 114,184 149,014 
Prepaid expenses 3,098 (1,790) 
117,282 147,224 


Net changes in future funding requirements: 


Employee severance benefits (19,915) (12,352) 
Vacation pay and compensatory leave (37,269) 41,101 
Accrued employee salaries and benefits (21,384) - 
Other ~ (886) 
(78,568) 27,863 


Non-tax revenue (Note 5): 


Non-tax revenue available for spending 89,933 30,921 
Non-tax revenue not available for spending 32,271 36,346 
122,144 67,267 

Total Parliamentary appropriationsused 2,887,450 3,595,631 


Comparative information for 2004 includes results relating to the operations transferred to the Canada Border 
Services Agency. 
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(b) Reconciliation of Parliamentary appropriations voted to Parliamentary appropriations used 


Parliamentary appropriations — voted: 


Vote 1— CCRA operating expenditures 

Less: Relief for Heating Expense payments! 

Vote 5 - CCRA contributions 

Statutory contributions to employee benefits plans 

Amounts available for spending per section 60 of the CCRA Act? 
Spending of proceeds from disposal of surplus Crown assets 
Other statutory expenditures 


Less: 


Total Parliamentary appropriations used _ 


1 


Appropriations available for future years: 
Operating 
Contributions 

Appropriation lapsed? 


2005 2004 
(in thousands of dollars) — 


2,507,830 3,203,020 
(676) (7,788) 
161,234 137,270 
375,931 454,476 
20,190 30,951. 
123 482 

Sh 00R0e a enna 528 
~ 3,065,640 «3,819,939 
(135,135)  ~—« (199,606) 
(33,726) (17,343). 
(9329) a 


(178,190) (224,308) 


In accordance with the division of activities for financial reporting purposes outlined in Note 2, the ex-gratia Relief for Heating Expense 
payments, which were authorized through Vote 1 —- CCRA (Operating expenditures), are reported as a federal administered expense on the 


Statement of Administered Expenses. 


Pursuant to section 60(1) of the Canada Customs and Revenue Agency Act (CCRA Act), the balance of money appropriated by Parliament for the 
use of the Agency that remains unexpended at the end of the fiscal year lapses at the end of the following fiscal year. 
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5. Non-tax revenue 


Non-tax revenue credited to Vote 1 - CCRA (Operating expenditures) 
Fees for collecting Employment Insurance premiums (from HRSDC) 
Fees for collecting Canada Pension Plan contributions (from SDC) 


Non-tax revenue available for spending 
Administration fees — provinces and territories 
Services fees 

Ruling fees 

Border Canada/United States programs 
Miscellaneous respendable revenue 


Non-tax revenue not available for spending 

Recovery of employee benefit costs for collecting activities (from HRSDC and SDC) 
Administration fees — Provinces and Territories! 

Services fees! 

Border Canada/United States programs 
Lease and use of public property 
Miscellaneous non-tax revenue 


1 


TOTAL NON-TAX REVENUE 


Non-tax revenue as presented on the Statement of Operations: 


Non-tax revenue from continuing operations 
Non-tax revenue from transferred operations 


TOTAL NON-TAX REVENUE — 


1 


Effective December 12, 2003, non-tax revenue relating to customs operations was not available for spending. 


2005 


2004 


(in thousands of dollars) 


76,080 
72,067 
148,147 


16,054 
70,528 
1,840 
Tort 
89,933 


30,939 
80 


185 
1,007 
32,211 


270,291 


270,291 


270,291 


ALIS3 
68,814 
146,747 


22,574 
1,949 
1,946 

O57 
3,500 
30,921 


Psyop) 
2,094 
1,934 
764 
560 
5,073 

36,346 


214,014 


201,084 
12,930 


214,014 
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6. Expenses 


Personnel 
Salaries 
Other allowances and benefits (including employee future benefits 
described in Note 16) 


Accommodation 

Transportation and communications 
Professional and special services 

Transfer payments (Note 15) 

Equipment purchases 

Repair and maintenance 

Amortization of property and equipment 
Materials and supplies 

Other services 

Equipment and other rentals 
Advertising, printing and related services 
Other expenses 

Loss on disposal/write-off of property and equipment 
Utilities 


TOTAL EXPENSES 
Expenses as presented on the Statement of Operations: 


Expenses from continuing operations 
Expenses from transferred operations 


TOTAL EXPENSES 


7. Accounts receivable 


Accounts receivable - Government of Canada departments and agencies 
Accounts receivable — External to the Government of Canada 

Advances to employees 

Salaries 

Other 


Less: Allowance for doubtful accounts 


2005 


2004 


(in thousands of dollars) 


1,830,588 


818,447 


“2,649,035 _ 


210,003 
148,686 
144,081 
127,508 
74,974 
73,715 
43,585 
37,201 
20,495 
6,973 
6,723 
852 


3,544,655 


3,544,655 


2005 


2,193,264 


918,694 
3,111,958 


250,080 
173,691 
183,545 
149,927 
46,605 
89,233 
37,850 
49,209 
38,380 
10,838 
6,280 
19,285 
4,652 
610 


4,142,143 


3,260,687 
881,456 


2004 
(restated — Note 3) 


(in thousands of dollars) 


115,454 
973 

1,891 
iis 
42 

120,141 
(63) 
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30,167 
1,810 
1,914 
2,100 

Bf 

36,678 


8. Net liabilities 


Net liabilities represent the excess of the liabilities relating to Agency activities over its assets. 


Included in the liabilities are $514,414,000 ($440,234,000 as at March 31, 2004), which represent transactions incurred by the 
Agency in providing services that will require future funding. Significant components of the future funding requirements 


amounts are employee severance benefits, vacation pay and compensatory leave, and accrued employee salaries and benefits. 


These amounts are expected to be funded by appropriations in future years as they are paid. 


9. Property and equipment 
(in thousands of dollars) 


Net additions Accumulated 
for the year Closing amortization Net book Net book 
Opening ended costs at as at valueasat  valueasat 
costs as at March 31, March 31, March 31, March 31, March 31, 
April 1, 2004 2005 2005 2005 2005 2004 
(restated — 
Asset Class Note 3) 
Machinery, equipment and 
furniture 14,440 448 14,888 10,301 4,587 2,802 
Vehicles and other means of ; 
transportation 1,599 548 2,147 1,084 1,063 584 
Software (purchased and . 
in-house developed and/or 
in development) 177,780 51,491 229,271 29,381 199,890 170,116 
Information technology 
equipment including capital 
leases (Note 13) TSE 713 50,553 202,266 117,128 85,088 49,249 
Sota iio ‘ee cor 45,532 103,040 448,572 157,944 290,628 222,751 


The costs of assets under construction or development, which are not amortized, are $90,809,000 in software and $742,000 in 
information technology equipment as at March 31, 2005 ($44,794,000 and $1,277,000 respectively as at March 31, 2004). 


10. Board of Management 


Pursuant to the Canada Customs and Revenue Agency Act, a Board of Management is appointed to oversee the organization 
and administration of the Agency and the management of its resources, services, property, personnel and contracts. Expenses 


relating to the Board’s activities during the year total $940,000 (2004 — $811,000) and are included in the net costs of operations. 


This includes payments to the Board of Management, secretariat staff personnel expenses, travel, and other expenses. 
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11. Related party transactions 


The Agency is related in terms of common ownership to all Government of Canada departments, agencies, and Crown 
corporations. The Agency enters into transactions with these entities in the normal course of business and on normal trade 
terms applicable to all individuals and enterprises. Also, during the year, the Agency received services, which were obtained 


without charge from other government departments as presented in part (a). 


(a) Services provided without charge by other government departments: 


During the year, the Agency received accommodation and professional services without charge from other government 
departments and agencies. Employer’s health insurance plan contributions, employee benefit plans and workers’ 
compensation benefits were also provided by other government departments without charge. Significant services provided 


without charge have been recognized in the Agency’s Statement of Operations as follows: 


Accommodation 

Employer's contribution to the health insurance plan and employee benefit plans 
Legal services 

Audit services 

Workers’ compensation benefits 

Payroll services 


(b) Payables and receivables outstanding at year-end with related parties: 


Accounts receivable — From other government agencies and departments 
Accounts payable - To other government agencies and departments 


12. Contingent liabilities 


The Agency is a defendant in certain cases of pending and threatened litigation which arose in the normal course of operations. 
The total determinable amount of claims has been estimated at $14,843,000 ($9,350,000 as at March 31, 2004). The current best 


3005 oes 
(in thousands of dollars) — 

210,003 250,080 
162,603 216,794 

49,051 69,461 

2,300 4,700 | 
2,053 D327, 
1,560 1,900 


115,454 
20,506 


nega 


(restated — Note 3) 


30,167 


13,726 


estimate of the amount likely to be paid in respect of these claims and potential claims would be recorded in Other liabilities. 


The contingencies for contaminated sites as at March 31, 2004 have been transferred to the Canada Border Services Agency. | 


13. Capital lease obligations 


The Agency has entered into agreements to rent information technology equipment under capital leases with a cost of 


$9,708,000 and accumulated amortization of $9,118,000 as at March 31, 2005 ($9,690,000 and $6,559,000 respectively as at 


March 31, 2004). The obligations for the upcoming years include the following: 


2004-2005 
2005-2006 


Total future minimum lease payments 
Less: imputed interest (3.81% — 6.17%) 


Balance of obligations under capital leases 


110 


2005 


(in thousands of dollars) — 
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14. Commitments S 
The nature of the Agency’s activities can result in multiyear contracts and obligations whereby the Agency will be committed to 3 
make future payments when the services/goods are received. Significant commitments that can be reasonably estimated are a 
as follows: = 
= 

2010 e 

2006 2007 2008 2009 and thereafter Total 
(in thousands of dollars) 


Operating leases 972 892 742 185 17, 2,808 


15. Transfer payments 


2005 2004 
(in thousands of dollars) 


Contributions to the Province of Quebec in respect of the joint administration costs of 
federal and provincial sales taxes WAG Ve: 119,855 
Contribution to the Canadian Home Builders’ Association to support the “Get It in Writing!” 


consumer information campaign 
P 2 335 2. 


127,508 119,927 


16. Employee future benefits 
(a) Pension benefits 


The Agency and all eligible employees contribute to the Public Service Pension Plan. This pension plan provides benefits 
based on years of service and average earnings at retirement. The benefits are fully indexed to the increase in the Consumer 
Price Index. The Agency’s and employees’ contributions to the Public Service Pension Plan for the year were as follows: 


2005 2004 
(in thousands of dollars) 


Agency's contributions 275,539 340,015 
Employees’ contributions 116,239 118,791 
(b) Severance benefits 


The Agency provides severance benefits to its employees based on eligibility, years of service and final salary. These 
severance benefits are not pre-funded. Benefits will be paid from future appropriations. Information about the severance 
benefits, measured as at March 31, is as follows: 


2005 2004 
(in thousands of dollars) 


Accrued benefit obligation, beginning of year 352)557, 441,915 
Cost for the year 41,568 33,611 
Benefits paid during the year (21,653) (21,259) 
Accrued benefit obligation at the end of year as originally reported 372,472 454,267 
Liabilities transferred to the Canada Border Services Agency ws __(101,710) 
Accrued benefit obligation at the end of year - As restated 372,472 352,557 


17. Comparative figures 


Certain comparative figures have been reclassified to conform with the presentation used in the current year. 
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Management Discussion and Analysis? in Support of Audited 
Financial Statements 


Introduction 


This section of the Financial Statements provides unaudited supplementary information on Agency Activities, as reported in the 
audited Statement of Operations — Agency Activities. The information is on an accrual basis. 


Agency Management 


The December 12, 2003 Federal announcement creating the separate Canada Border Services Agency (CBSA) had the greatest 
impact on resources available to CCRA in 2004-2005. After transferring resources to CBSA, two other factors, namely increased 
spending on revenue generation and higher salary costs owing to contract settlements, impacted CCRA. 


Analysis of Net Cost of Operations (Based on Financial Statements) 


The CCRA’s 2004-2005 net cost of operations decreased by $654M or 17% from 2003-2004. Agency expenses totalled 

$3,545 million in 2005 and $4,142 million in 2004 (see Note 6 of the Financial Statements — Agency Activities for the breakdown 
of Personnel and Other Expenses). When adjusting for the receipt of Non-Tax Revenue of $270 million in 2005 and 

$214 million in 2004, the Net Cost of Operations becomes: 


(in thousands of dollars) hy 2005 Nas SOOM | 
Personnel Expenses os 2,649,035 ~ 3,111,958 
Other Expenses 895,620 1,030,185 
Total Expenses 3,544,655 4,142,143 
Less: Non-Tax Revenue 270,291 214,014 


Net Cost of Operations 3,274,364 3,928,129 


The Agency’s expenses, as detailed in the Statement of Operations, are made up of approximately 75% in personnel expenses 
(salaries, other allowances and benefits) and 25% in other expenses, as illustrated in Figure 39. Much of the other expenses are 
linked to personnel expenses (e.g., travel for auditors, computers, accommodation, furniture replacement, etc.) and therefore 
personnel expenses are the primary drivers for the Agency. A number of factors had a significant impact on personnel expenses 
in 2004-2005. These include the transfer of approximately 11,000 employees to the Canada Border Services Agency (CBSA), as 
well as the impact of a new collective agreement with the Public Service Alliance of Canada and a provision for an agreement 
with the Professional Institute of the Public Service of Canada. 


Other expenses decreased by 13% or $135 million. Much of this decrease can be attributed to the transfer of $131 million 
to CBSA. 


Figure 39 Total Expenses 


2004-2005 2003-2004 


Other Expe 


Total of $3,545M Total of $4,142M 


See 


Unaudited 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR'S REPORT 


To the Board of Management of the Canada Customs and Revenue Agency 
and the Minister of National Revenue 


I have audited the statement of administered assets and liabilities of the Canada Customs and Revenue Agency 
as at March 31, 2005 and the statements of administered revenues, administered expenses and recoveries and 
administered cash flows for the year then ended. This financial information is the responsibility of the Agency’s 
management. My responsibility is to express an opinion on this financial information based on my audit. 


I conducted my audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that I plan and perform an audit to obtain reasonable assurance whether the financial information is 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial information. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall presentation of the financial 


information. 


In my opinion, these statements present fairly, in all material respects, the administered assets and liabilities of 
the Canada Customs and Revenue Agency as at March 31, 2005 and the results of its administered operations 
and cash flows for the year then ended in accordance with the accounting policies set out in Note 2 to 

the statements. 


Me Page 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
August 31, 2005 
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Statement of Administered Assets and Liabilities 


as at March 31 
(in thousands of dollars) 


2005 2004 
(Restated — Note 3) 

ADMINISTERED ASSETS 
Cash on hand 4,220,931 4,234,075 
Amounts receivable from taxpayers (net of allowance for doubtful accounts of 5,740,687 

in 2005 and 7,337,909 in 2004) (Note 4) 52,529,564 47,000,377 
TOTAL ASSETS 56,750,495 51,234,452 
ADMINISTERED LIABILITIES 
Amounts payable to taxpayers (Note 5) 35,623,915 33,017,509 
Amounts payable to provinces (Note 6) 131,896 83,635 
Deposit accounts (Note 7) 40,197 34,217 

35,796,008 33,135,361 

Net amount due to the Consolidated Revenue Fund on behalf of the Government of Canada 

and others (Note 8) 20,954,487 18,099,091 
TOTAL LIABILITIES 56,750,495 51,234,452 
Contingent liabilities (Note 9) 
The accompanying notes are an integral part of these financial statements. 
Approved by: 

Michel Dorais Connie I. Roveto 
Commissioner Chair, Board of Management 


$$$ $$ 
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Statement of Administered Revenues 


for the year ended March 31 
(in thousands of dollars) 


Federal administered revenues 
Income Tax Revenues 

Personal and trust 

Corporate 

Non-resident 


Other Taxes and Duties 
Goods and Services Tax (GST) (Note 10) 
Energy taxes 
Other Excise taxes and duties 
Air Transportation Security Charge 


Total Tax Revenues 
Employment Insurance Premiums 


Interest, penalties and other revenues (Note 11) 
Revenues Administered on behalf of the Government of Canada 


Provision for doubtful accounts (Note 4) 
Interest expense 
Net Revenues Administered on behalf of the Government of Canada 


Provincial, Territorial Governments and First Nations administered revenues 


Income Tax Revenues 
Personal and trust 
Corporate 


Harmonized Sales Tax (HST) 

Other Revenues (Note 12) 

Revenues Administered on behalf of Provincial, Territorial Governments and 
First Nations 


Net Revenues Administered on behalf of the Canada Pension Plan (Note 13) 
Total Net Administered Revenues before customs activities 
Net Revenues related to customs activities (Note 3) 


Total Net Administered Revenues 
The accompanying notes are an integral part of these financial statements. 
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2005 2004 

98,621,957 93,143,364 
29,955,402 27,430,779 
3,560,166 3,142,187 
132,137,525 123,716,330 
9,012,237 9,776,378 
5,008,177 4,907,112 
4,456,868 4,621,281 
383,201 409,559 
18,860,483 19,714,330 
150,998,008 143,430,660 
17,654,806 17,900,359 
3,141,467 2,972,493 
171,794,281 164,303,512 
(966,854) (1,958,722) 
(601,280) (939,268) 
170,226,147 161,405,522 
38,433,560 34,954,094 
3,060,183 2,755,684 
41,493,743 37,709,778 
735,342 903,401 
195,447 185,628 
42,424,532 38,798,807 
28,940,881 28,028,399 
241,591,560 228,232,728 
: 24,228,805 
241,591,560 252,461,533 
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Statement of Administered Expenses and Recoveries 


for the year ended March 31 
(in thousands of dollars) 


2005 2004 

Federal administered expenses 

Child tax benefits 8,687,760 8,061,931 

Children’s special allowances 159,366 147,424 

Relief for heating expenses 5,562 6,855 
Federal administered recoveries 

Old Age Security benefits (745,144) (718,107) 

Employment Insurance benefits (154,276) (114,374) 
Net Expenses Administered for the Federal Government 7,953,268 7,383,729 
Provincial and Territorial administered expenses 

Family benefit programs 226,781 263,466 

Nova Scotia taxpayer refund program DS, 72,703 

Sales tax credits 45,456 38,074 
Net Expenses Administered for Provinces and Territories 277,774 374,243 
Total Net Administered Expenses 8,231,042 7,757,972 


The accompanying notes are an integral part of these financial statements. 
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| Statement of Administered Cash Flows 


for the year ended March 31 
(in thousands of dollars) 


Total Net Administered Revenues 


Less provincial revenues paid directly to provinces: 
Revenues administered for Nova Scotia workers’ compensation (Note 12) 
Provincial sales tax on tobacco and alcohol 


Less Total Net Administered Expenses 


Change in administered assets and liabilities: 
Decrease (Increase) in cash on hand 
Increase in amounts receivable from taxpayers net of allowance for doubtful accounts 
Increase (Decrease) in amounts payable to taxpayers 
Increase (Decrease) in amounts payable to provinces 
Increase in deposit accounts 


Net Cash Deposited in the Consolidated Revenue Fund of the Government of Canada 


Consisting of: 
Cash deposits to the Consolidated Revenue Fund 
Cash refunds/payments from the Consolidated Revenue Fund 


Net Cash Deposited in the Consolidated Revenue Fund of the Government of Canada 
The accompanying notes are an integral part of these financial statements. 
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2005 


241,591,560 


(189,466) 


(8,231,042) 


13,144 
(5,529,187) 
2,606,406 
48,261 

5,980 


230,315,656 


304,824,772 
(74,509,116) 


230,315,656 


2004 


252,461,533 


(181,586) 
(51,472) 


(7,757,972) 


(527,267) 
(4,356,358) 
(530,826) 
(73,579) 
10,039 


238,992,512 


313/303,7 t9 
(74,311,207) 


238,992,512 


oa ee 
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Notes to the Financial Statements — Administered Activities 


1. Authority and purpose 


The Canada Customs and Revenue Agency (the “Agency”) was established, effective November 1, 1999, under the 
Canada Customs and Revenue Agency Act (CCRA Act) as an agent of Her Majesty of Canada. It is a departmental corporation 


named in Schedule II of the Financial Administration Act and reports to Parliament through the Minister of National Revenue. 


The Agency’s mandate is to provide support, advice and services when: 
(a) supporting the administration and enforcement of the program legislation, 


(b) implementing agreements between the Government of Canada or the Agency and the government of a province or other 
public body performing a function of government in Canada to carry out an activity or administer a tax or program; 


(c) implementing agreements or arrangements between the Agency and departments or agencies of the Government of Canada 
to carry out an activity or administer a program; and 


(d) implementing agreements between the Government of Canada and Aboriginal governments to administer a tax. 


The Agency collects revenues, including income and sales taxes, Canada Pension Plan contributions, and Employment 
Insurance premiums, administers tax legislation, delivers a number of social benefit programs to Canadians for the federal 
government, as well as for provincial, territorial, and Aboriginal governments and collects amounts for other groups or 
organizations. It is responsible for the administration and enforcement of the following acts or parts of acts: the Air Travelers 
Security Charge Act, the Canada Customs and Revenue Agency Act, the Children’s Special Allowances Act, Part V.1 of the 
Customs Act, the Excise Act, the Excise Tax Act (including the Good and Services Tax (GST) and the Harmonized Sales Tax 
(HST) except for GST/HST on imported goods), the Excise Act, 2001, the Income Tax Act, and others. 


Originally, the mandate of the Agency was to support the administration and enforcement of tax, customs, and trade legislation 
as well as other related legislation. As a result of the creation of the Canada Border Services Agency (CBSA) the Agency’s 
mandate regarding the administration of customs legislation is now limited to the collection functions under Part V.1 of the 
Customs Act. Accordingly, as of March 31, 2004 all revenues, expenses, assets, and liabilities relating to customs operations are 
reported by the CBSA (see Note 3 for more details). 


In the province of Quebec, the Ministere du Revenu du Québec (MRQ) acts as an agent of the Agency for the administration 
and enforcement of the GST. The Agency monitors cash transfers made by the MRQ, reports the GST revenues administered on 


its behalf, authorizes refunds, and transfers funds out of the Consolidated Revenue Fund to the MRQ for the issuing of refunds. 


CCRA Annual Report to Parliament 


2. Summary of significant accounting policies 


For financial reporting purposes, the activities of the Agency are reported as: Administered Activities and Agency Activities. 
Administered Activities are those revenues and expenses which are administered for someone other than the Agency, such as 
the federal government, a province or territory, or another group or organization. The financial statements — Agency Activities 
include those operational revenues and expenses, which are managed by the Agency, utilized in running the organization and 
in most part, financed by Parliamentary appropriations. The purpose of the distinction between Administered and Agency 
activities is to facilitate, among other things, the assessment of the administrative efficiency of the Agency in achieving 

its mandate. 


As required by section 88(2)(a) of the CCRA Act, the financial statements — Administered Activities are prepared using 
accounting principles consistent with those applied in the preparation of the financial statements of the Government of Canada. 
The purpose of these statements is to present the tax and tax-related revenues, expenses, assets, and liabilities that the Agency 
administers on behalf of the federal government, provincial governments, and other organizations. A summary of the significant 
accounting policies follows: 


(a) Revenue recognition 


Revenues are recognized in the year in which the event that generates the revenue occurs. The following policies are 
applied for specific revenue streams: 


Gi) Income taxes, Canada Pension Plan contributions, and Employment Insurance premiums: 


Income taxes are recognized as revenue when the taxpayer has earned and received the income producing the tax. 
This is done by determining income earned net of tax deductions and credits allowed under the Income Tax Act, 
including refundable taxes resulting from current year activity. Canada Pension Plan (CPP) contributions are 
recognized as revenue when the employee or the self-employed person has earned pensionable income. Employment 
Insurance (EI) premiums are recognized as revenue when the employee has earned insurable earnings. 


Revenues for the fiscal year are based on actual amounts assessed/reassessed at the time of preparation of the 
financial statements and estimates of income tax, CPP contributions and EI premiums not yet assessed/reassessed. The 
vast majority of these estimates are based on cash payments received at the time of preparation of the financial 
statements that relate to the fiscal year ended March 31 that have not been assessed or that are awaiting reassessment. 
Actual results may differ significantly from these estimates. The difference will be recorded in the fiscal year in which 
the actual assessment/reassessment is completed. No additional estimate of future reassessments is made except in 
cases where amounts for taxes previously assessed are under objection or are being appealed to various courts and 
where a reasonable estimate of the loss can be made. 


Reassessments include changes made to previously assessed taxes payable at the request of the taxpayer, for example 
to claim a subsequent loss carry-back, or are initiated by the Agency as a result of applying reporting compliance 
procedures such as taxpayer audits. 


(i) GST and HST, and Excise taxes and duties: 


The determination of these revenues is based on the taxes and duties assessed, and estimates of amounts not yet 
assessed that relate to the fiscal year ended March 31. These estimates are based on cash payments received at 

the time of preparation of the financial statements that relate to the fiscal year ended March 31 that have not 

been assessed. 

For the Goods and Services Tax (GST) and Harmonized Sales Tax (HST) on domestic goods and services, revenue is 
recognized at the time of the sale of goods or the provision of services. Revenue is reported net of the Input Tax 
Credits (TC), GST rebates, and the GST quarterly tax credit. ITC is the recovery of GST/HST paid or owed on 
purchases related to domestic and imported commercial activities of the taxpayer. The GST quarterly tax credit for 
lower-income families is recorded in the period to which it relates. It is intended to offset the cost of the tax for lower- 
income individuals and families (see Note 10 for more details). 

For Excise taxes, revenue is recognized when a taxpayer sells goods taxable under the Excise Act. For Excise duties, 
revenue is recognized when the taxpayer manufactures goods taxable under the Excise Act. 
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(iii) 


(iv) 


(v) 


Other revenue recognition: 

Other revenues are recorded when earned. All interest and penalty revenues are reported as revenues administered 
for the federal government as per the terms of the tax collection agreements with the provinces and territories. Interest 
and penalties are recorded net of amounts forgiven under the various tax acts. 


Assessment definition: 

An assessment (or reassessment) of tax is defined as all decisions and other steps made or taken by the Minister of 
National Revenue and officials of the Agency under the federal, provincial and territorial acts or sections of the acts 
administered by the Agency to determine tax payable by taxpayers. When verifying a taxpayer's return, the Agency 
uses applicable provisions of the various tax acts it administers as well as other internally developed criteria which are 
designed to substantially meet the provisions of these acts. 


Completeness of tax revenues: 


The Canadian tax system is predicated on self-assessment where taxpayers are expected to understand the tax laws 
and comply with them. This has an impact on the completeness of tax revenues when taxpayers fail to comply with 
tax laws, for example, if they do not report all of their income. The Agency has implemented systems and controls in 
order to detect and correct situations where taxpayers are not complying with the various acts it administers. These 
systems and controls include performing audits of taxpayer records where determined necessary by the Agency. Such 
procedures cannot be expected to identify all sources of unreported income or other cases of non-compliance with tax 
laws. The Agency does not estimate the amount of unreported tax. However, such amounts are included in revenues 
when assessed. 


(b) Expenses 


(i) 


(i) 


(ii) 


Interest expense: 


The Agency incurs interest expenses as a result of late refund payments. These are in large part due to the resolution 
of long standing corporate tax cases which have been appealed and which are resolved in favour of the taxpayer. The 
refund payment includes interest accrued since the tax in dispute was initially paid. Accrued interest is recognized 
when the liability for the related tax case is recognized. The Agency does not estimate these amounts in advance. 


Administered expenses: 

Expenses relating to the child tax benefits, the children’s special allowances, and the provincial and territorial 
administered expenses are recorded in the year to which they relate. 

Administered recoveries: 

Recoveries of Old Age Security and Employment Insurance benefits are recognized when assessed, with an 

estimate for amounts not yet assessed. Only recoveries assessed through the personal income tax system are reported 
by the Agency. Recoveries determined by other federal government departments are not reported in these 

financial statements. 


(c) Cash on hand 


Cash on hand includes amounts received in CCRA offices or by CCRA agents of the Agency as at March 31 but not yet 
deposited to the credit of the Consolidated Revenue Fund of the Government of Canada. 


(d) Amounts receivable from taxpayers 


Amounts receivable from taxpayers represent taxes and other revenues assessed or estimated by the Agency but not yet 
collected. A significant portion of the receivable balance is due to the recording of accrued receivables, which relate to the 
current fiscal year but are not due for payment until the next fiscal year. 


(e) Allowance for doubtful accounts 


The allowance for doubtful accounts reflects management's best estimate of the collectibility of amounts assessed but not 
yet paid. The allowance for doubtful accounts has two components. A general allowance is calculated based on a periodic 
review of a sample of accounts receivable with a balance of less than $10 million. A specific allowance is calculated based 
on an annual review of all accounts over $10 million. 
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The allowance for doubtful accounts is increased by an annual provision for doubtful accounts and is reduced by amounts 
written off as uncollectible during the year. The annual provision is reported in the Statement of Administered Revenues 
because it is associated with the administration of tax and non-tax revenues and is not related to any program expenses. 
The provision is charged entirely to revenues administered for the federal government as it assumes all ‘collection risks, as 
per the terms of the tax collection agreements with the provinces and territories. 
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(f) Amounts payable to taxpayers 


Amounts payable to taxpayers represent tax and interest assessed, or estimated by the Agency, not paid as at March 31. 

A significant portion of the payable is due to the recording of accrued payables, which relate to the current year but are not 
due for payment until the next fiscal year. They include refunds resulting from assessments completed after March 31, and \ 
estimates of refunds for personal and corporate income tax not yet assessed. 


(g) Contingent liabilities 


Contingent liabilities are potential liabilities resulting from, for example, previously assessed taxes recorded as revenue, 
which may become actual liabilities when one or more future events occur or fail to occur. If the future event is likely to 
occur or to fail to occur, and a reasonable estimate of the loss can be made, an estimated liability is accrued. If the 
likelihood is not determinable or an amount cannot be reasonably estimated, the contingency is disclosed in the notes to 
the financial statements. 


(h) Measurement uncertainty 


The preparation of these statements requires management to make estimates and assumptions that affect the amounts of 
assets, liabilities, revenues and expenses reported. Estimates are used to record tax revenues and the related amounts 
receivable and payable. Actual results could differ from the current estimates. The effect of changes to such estimates and 
assumptions in future periods could be significant. At the time of preparation of these statements, management believes the 
estimates and assumptions to be reasonable. 
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3. Transferred Operations 


With the creation of the Canada Border Services Agency (CBSA), as described in Note 1, the customs activities are no longer 


administered by CCRA. Consequently, all the assets and liabilities relating to customs activities including GST and HST on 


imports were transferred to CBSA. 


The previously reported Statement of Administered Assets and Liabilities as at March 31, 2004 has been restated as shown in the 


table below to present the effect of this transfer. 


Aspreviously — Transferred to 


reported CBSA As restated 


(in thousands of dollars) 


ADMINISTERED ASSETS 
Cash on hand 6,136,765 (1,902,690) 4,234,075 
Amounts receivable from taxpayers 47,953,395 (953,018) 47,000,377 
‘ aR Ee aE Spies q 
TOTAL ASSETS a 1,234,452 _ 


ADMINISTERED LIABILITIES 


Total Net Revenues related to customs activities | 


Amounts payable to taxpayers 33,039,710 (22,201) 33,017,509 
Amounts payable to provinces 87,742 (4,107) 83,635 
Deposit accounts 38,172 (3,955) 34,217 

33,165,624 (30,263) 33,135,361 


Net amount due to the Consolidated Revenue Fund on behalf of the 


Government of Canada and others 20,924,536 (2,825,445) 18,099,091 — 
TOTAL LIABILITIES eed ete 


The following table presents the details of the net revenues related to customs activities reclassified in the 2004 Statement of 
Administered Revenues. 


2004 
(in thousands 
of dollars) 
Federal Government Taxes and Duties related to customs activities 
Goods and Services Tax (GST) 19,552,904 
Customs import duties 2,887,025 
Other Excise taxes and duties 209,040 
Energy taxes 44,881 
Interest, penalties, and other revenues 37,7%2 
Less: Provision for bad debts and interest expense (20,094) 
22,711,468 © 
Provincial, Territorial Governments and First Nations Revenues related to customs activities 
Harmonized Sales Tax (HST) 1,465,865 


Other revenues 51,472 
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4. Amounts receivable from taxpayers 


Amounts receivable from individuals, employers, and non-residents taxpayers include income taxes, Canada Pension Plan 
contributions, Employment Insurance premiums and related interest and penalties receivable. 


Gross 
Individuals, Employers, and Non-Residents 42,492,858 
Corporations 6,968,542 
Goods and services tax (GST) and Excise taxes 
and duties 8,808,851 
Boil” _ 58,270,251 


Details of the allowance for doubtful accounts are as follows: 


Allowance for 
Doubtful 
Accounts 

April 1, 2004 

(Restated — Note 3) 


Individuals, Employers, and Non-Residents (4,403,160) 
Corporations (275,631) 
Goods and services tax (GST) and Excise taxes 

and duties (1,719,118) 


2005 2004 
(Restated — Note 3) 
Allowance for 
Doubtful 
Accounts Net Net 
(in thousands of dollars) 
(8615-237) 38,877,621 34,262,824 
(847,333) 6,121,209 5,181,666 
> 
(1,278,117) 7,530,734 7,555,887 > 
(5,740,687) 52,529,564 47,000,377 = 
cies ee ee z 
o 
o. 
a 
Allowance for S. 
Provision for Doubtful as 
Doubtful Accounts wv 
Accounts Write-Offs March 31, 2005 
(in thousands of dollars) 
(861,350) 1,649,273 (Bots; 237) 
(36,517) 404,815 (847,333) 
(165,230) 606,231 (1,278,117) 
. (1 063,097) 2,660,319 (5,740,687) 


The restated allowance for doubtful accounts of $7,337 million reported above excludes $260 million for the portion of the 
allowance relating to the amounts receivable transferred to CBSA. The provision of $1,063 million reported above includes an 
amount of $967 million charged against revenues administered on behalf of the federal government (see Note 2 (e)) and 

$96 million charged against revenues administered on behalf of the Canada Pension Plan (see Note 13). 


5. Amounts payable to taxpayers 


Individuals, Employers, and Non-Residents 
Corporations 
Goods and services tax (GST) and Excise taxes and duties 


Total 


< 


2004 
(Restated — Note 3) 
(in thousands of dollars) 


2005 


20,244,053 18,646,295 
8,724,475 8,238,969 
6,655,387 6,132,245 

35,623,915 33,017,509 
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6. Amounts payable to provinces 


These are amounts under the Agency’s administrative responsibility that are payable directly to a province and consist primarily 
of amounts payable to Quebec. Amounts payable to provinces, territories and other organizations, which are settled by other 
departments such as the Department of Finance for Provincial, Territorial, and First Nations taxes, are not recorded in these 
financial statements because these amounts are outside of the Agency’s responsibility. 


7. Deposit accounts 
The Agency receives refundable deposits to ensure compliance with various regulations. 
2005 2004 


= (Restated — Note 3) 
(in thousands of dollars) 


Balance, beginning of year 34,734 31,107 
Net transactions during the year . 7/154 3,627 
Balance, end of the year 41,888 34,734 


Less: Securities held in trust 7 ee. (1691) 17) 
Net deposit accounts SAS OS, 


Deposit accounts are established to record cash and securities required to guarantee payment of GST as it relates to non- 
resident registrants and certain licensees as it relates to excise taxes, which are both payable pursuant to the Excise Tax Act. 


8. Net amount due to the Consolidated Revenue Fund 


The net cash deposited in the Consolidated Revenue Fund (CRF) of the Government of Canada includes all amounts collected 
on behalf of the federal government, provinces, territories, and other organizations by the Agency and deposited in the CRF, 
less refunds and payments issued from the CRF during the year. 


The net amount due to the CRF on behalf of the Government of Canada and others is the difference between administered 
assets (taxes not yet collected and/or deposited in the CRF) and other administered liabilities payable by the Agency out of the 
CRF. The change in the net amount due to the CRF during the fiscal year is presented in the table below: 


2005 2004 
(Restated — Note 3) 
(in thousands of dollars) 


Net amount due to the Consolidated Revenue Fund on behalf of the Government of Canada 


and others at the beginning of the year 18,099,091 15,446,545 
Total net administered revenues 241,591,560 252,461,533 
Less provincial revenues paid directly to provinces: 

Revenue administered for Nova Scotia workers’ compensation (Note 12) (189,466) (181,586) 

Provincial sales tax on tobacco and alcohol - (51,472) 
Total net administered expenses (8,231,042) (7,757,972) 
Net cash deposited in the Consolidated Revenue Fund of the Government of Canada (230,315,656) (238,992,512) 
Net amount due to the Consolidated Revenue Fund on behalf of the Government of Canada 

and others at the end of the year before customs activities 20,954,487 20,924,536 
Less net amount due to CRF related to customs activities (Note 3) - (2,825,445) 
Net amount due to the Consolidated Revenue Fund on behalf of the Government of © cae ee z ; s 

Canada and others at the end of the year 20,954,487 —_—«- 18,099, 91 
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9. Contingent liabilities 


Contingent liabilities include previously assessed taxes where amounts are under objection or are being appealed to the Tax 
Court, the Federal Court of Canada or the Supreme Court of Canada. As at March 31, 2005, an amount of $9,537 million was 
under objection at the Agency level ($7,553 million for 2004 excluding $62 million for customs activities) and an amount of 
$1,360 million was being appealed to the courts ($974 million for 2004 excluding $12 million for customs activities). The 
Agency has recorded a provision of $51 million for 2005 in amounts payable to taxpayers ($53 million for 2004) to reflect the 
estimated amount of objections or appeals that are considered likely to be lost and that can be reasonably estimated. 


10. GST revenues 


The Goods and Services Tax (GST) reported on the Statement of Administered Revenues is net of Input Tax Credits (ITC) 
and rebates administered by the Agency. It does not include GST revenues on imported goods of $21,909 million in 2005 
($19,553 million in 2004) which are now administered and reported by the Canada Border Services Agency (CBSA) as of 
April 1, 2004. The Agency continues to have sole responsibility for the administration of all ITCs including those claimed 
on imported goods. ITCs relating to GST on imports are not accounted for separately from ITCs relating to GST on 
domestic transactions. 


The following table presents details of the GST revenues administered by the Agency for the Government of Canada as 
reported in the Statement of Administered Revenues: 


2005 2004 
(Reclassified — Note 3) 
(in thousands of dollars) 


GST revenues net of ITCs and rebates 125321;,750 12,939,218 
Less: GST quarterly tax credits (3,309,513) (3,162,840) 


11. Interest, penalties, and other revenues 


Various tax legislation gives the Agency the authority, under certain conditions, to collect interest and penalties related to taxes 
due and regulations not met by taxpayers. The Agency also has the authority to waive and forgive the interest and penalties 
that have been charged or that would normally be charged under certain circumstances such as Agency processing delays, 
financial hardship by taxpayers, or other extraordinary circumstances. Other revenues consist of miscellaneous fees and charges 
such as court fines and administration charges for dishonoured payments instruments. 


2005 2004 
(Reclassified — Note 3) 
(in thousands of dollars) 


Gross interest and penalties 4,113,966 3,495,364 
Less interest and penalties waived under authority of the: 
Income Tax Act (929,585) (496,946) 
Excise Tax Act (48,694) (42,023) 
(978,279) (538,969) 
Net interest and penalties 3,135,687 2,956,395 
Other revenues es 5,780 16,098 
Interest, penalties, and other revenues 3,141,467 | 2,972,493 
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12. Other Revenues administered for Provincial, Territorial Governments and First Nations 


First Nations Sales Tax and GST 
Nova Scotia workers’ compensation 


Total 


13. Net Revenues administered on behalf of the Canada Pension Plan 


Contributions 
Interest and penalties 
Provision for doubtful accounts 


CPP net revenues — wi EG RR 2 Os ee 


14. Related party transactions 


— 2005 2004 


; (Reclassified — Note 3) 
(in thousands of dollars) 


5,981 4,042 
189,466 181,586 


a 
7 


2005 } 2004 
(in thousands of dollars) 


28,924,563 27,921,241 
112,561 126,541 
43) (19,383) 


(96,2 


Ewes 


The Agency deposits all monies collected to the Consolidated Revenue Fund. The Department of Finance makes payments out 

of the Consolidated Revenue Fund to provinces, territories, and other organizations for revenue amounts such as Provincial, 
Territorial, and First Nations taxes, for which the Agency administers the revenue collection process. Canada Pension Plan | 
contributions, net of overpayments refunded by the Agency and Old Age Security benefit recoveries are credited to Social | 
Development Canada (SDC) which administers these programs through the Canada Pension Plan Account and the Old Age 


Security Account. Employment Insurance premiums are credited to Human Resources and Skills Development Canada (HRSDC) 


which administers this program through the Employment Insurance Account. 


The Agency also collects certain accounts receivable for the Canada Border Services Agency (CBSA) under Part V.I of the 
Customs Act. These receipts are deposited directly in the Consolidated Revenue Fund on behalf of CBSA. 


Employment Insurance premiums administered on behalf of the Federal Government include the employer's share of 
Employment Insurance paid by the Federal Government. GST declared to the Agency includes the GST paid by the federal 
government to its suppliers on domestic purchases. GST collected by other federal government departments is deposited to the 
Consolidated Revenue Fund, declared to the Agency, and are included in the GST revenues. 


15. Comparative figures 


Comparative figures have been reclassified to conform with the presentation used in the current year. 
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Management Discussion and Analysis? in Support of Audited 
Financial Statements 


Introduction 


The Financial Statements — Administered Activities reflect the total assets and liabilities, tax and non-tax revenues, 
expenses and recoveries, and cash flows administered by the CCRA on behalf of the Government of Canada, 
provinces, territories, First Nations, and other government organizations. Tax revenues are recognized on an 
accrual basis and are net of the applicable deductions and credits allowed under various Acts. 


Analysis of Revenue Administered on Behalf of the Federal Government of Canada 


Federal income tax revenues were $8.4 billion higher in 2004-2005 than in 2003-2004. Personal and trust income 
tax revenues increased $5.5 billion, while corporate income tax revenues increased $2.5 billion. Non-resident 
income tax revenues increased $418 million. The increase in personal income tax revenues is due to gains in 
employment and labour income. The corporate income tax revenue increase results from higher corporate profits 
in 2004, particularly in the manufacturing sector. 


There was a decrease of $854 million in other taxes and duties. GST revenues declined $764 million due to 
increased rebates to municipalities as a result of Budget 2004 amendments to the Excise Tax Act. When including 
GST on imports, which is now reported by CBSA, there is an increase of $1.6 billion in GST revenue. The 
remaining taxes and duties were $90 million lower, mainly attributable to increased fuel production, offset by 
decreased tobacco revenue as a result of slightly lower tobacco production. 


Employment insurance premiums decreased $246 million as the reduction in premiums more than offset the 
increase in the number of people employed. 


Figure 40 Revenues 2004-2005 


Personal $98,622M 


& Provincial, Territorial, and 
First Nations $42,423M 


BB Corporate $29,995M 


Net Revenues Administered on 
behalf of Canada Pension Plan 
$28,941M 


BB Employment Insurance 
Premiums $17,655M 


Excise Taxes and Duties $9,848M 


@ GST $9,012M 


Other Income Taxes $3,560M 


e 


Unaudited 
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Financial Performance Information — 
Parliamentary Appropriations 


Introduction 


This section of the CCRA Annual Report to Parliament 2004-2005 provides the details of the Agency’s Resource Management 
performance for purposes of reporting to Parliament on the use of appropriations in 2004-2005. This complements the 
information provided in the spending profile sections under each business line and satisfies the reporting requirements set for 
departmental performance reports. 


Financial reporting methodologies 


The CCRA’s funding is provided by Parliament through annual appropriations (modified cash accounting basis) and the CCRA 
reports its expenditures and performance to Parliament, together with details on the management of Parliamentary 
appropriations on the same basis. 


In addition to the above reporting requirements, the CCRA is also required to prepare its annual financial statements in 
accordance with the accounting principles applied in preparing the financial statements of the Government of Canada (full 
accrual accounting basis). Accordingly, the audited ‘Statement of Operations — Agency Activities’ on page 98 includes certain 
items such as services provided by other government departments. Other items, such as capitalized assets, are excluded from 
the financial statements but included here. A detailed reconciliation by business line can be found on Table 10, page 153. 


CCRA financial information 


Activities of the Agency 
2004-2005 
(in thousands 
of dollars) 
Main Estimates ; $3,232,151 
Planned Spending $3,188,703 
Final Authorities $3,225,681 
Actual Spending $3,050,977 


The Financial Statements — Agency Activities report $2,887.4 million as total Parliamentary appropriations used (Note 4 b, 
page 106 shows the reconciliation to the net cost of operations). Two other items reported in the Financial Statements — 
Administered Activities are added to make up the total actual spending of $3,051 million reported in this section where the 
modified cash accounting approach is used: the Children’s Special Allowance, $159.4 million; and the Relief for Heating 
Expenses, $4.2 million. 
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Overview 


For 2004-2005, Parliament had approved planned spending for the CCRA in the amount of $3,232.2 million through the Main 
Estimates, as shown in CCRA’s 2004-2005 to 2006-2007 Corporate Business Plan. A carry-forward from 2003-2004 of unused 
funds accounts for an additional $217.6 million in authorities, of which $106.5 million was transferred to the Canada Border 

Services Agency (CBSA). In addition, $156.6 million in corporate services authorities were transferred to CBSA subsequent to 


the Main Estimates. 


Other increases include: $74.6 million for collective agreements, mainly due to the agreement signed with PSAC 

December 10, 2004 (previous contract expired November 2003); Tax Rules for Registered Charities represented an additional 
$10.2 million; the 2003 Omnibus Submission increased funding by $5.5 million; Government On-Line, $5 million; and Money 
Laundering (CCRA portion) provided another $2 million. Offsetting these increases, the CCRA returned $24.8 million in funding 
to the Treasury Board pending the approval of the Offshore Trusts Initiative legislation. The Agency also contributed an 
additional $12 million to the $1B Government Reallocation Exercise (bringing the total to $31 million in 2004-2005). Finally, a 
net decrease of $21.5 million is comprised mainly of an Employee Benefit Plan rate reduction offset by Maternity and 
Severance. This resulted in a total approved planned spending of $3,225.7 million for 2004-2005, representing an in-year 
decrease of 0.2% over the original Main Estimates. 


Actual spending for the CCRA totalled some $3,051 million resulting in $174.7 million unexpended at year-end. After removing 
$9.3 million (reversal of payments to Justice Canada), and $33.7 million related to Vote 5, Contribution to the Ministére du 
Revenu du Québec, the remaining $131.7 million in operating funds is available for use by the organization in 2005-2006. This 
lapse represents 4.3% of the final authorities of 3,055.5 million (after adjusting for the Justice and Contribution authorities). 


The $131.7 million carry forward to 2005-2006 will be used to offset operating pressures such as: enhancements to existing 
Agency investment projects, $34 million; enhancements to tax integrity (compliance strategy) $36.5 million; horizontal initiatives 
meant to improve service to Canadians (Government On-Line, National Collections Call Centre), $6 million; business 
sustainability projects, $14.4 million; initiatives related to trust and integrity such as Security Modernization, $8 million; etc. 


Revenues administered by the Agency 


Net revenues administered by the CCRA totalled some $241.6 billion, a decrease of 4.3% from the $252.5 billion administered in 
2003-2004. However, removing the $24.2 billion in revenues associated with customs related activities from the 2003-2004 
revenues, leads to tax related revenues of $228.2 billion for an increase of $13.4 billion or 5.9%. 


- 2003-2004 ~~ 2004-2005 — 
(in thousands of dollars) 
Federal Government . Tyers ; 161,405,522 ~—«:170,226,147_ 
Provincial, Territorial Governments and First Nations 38,798,807 42,424,532 
Canada Pension Plan 28,028,399 28,940,881 
Sub-total 228,232,728 241,591,560 
Net revenues related to customs activities 24,228,805 
Total 252,461,533 241,591,560 
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Financial Performance Tables 


Introduction 


The following tables provide financial information about the performance of the Agency during the 2004-2005 fiscal year. The 


tables compare Main Estimates and Planned Spending, as shown in the 2004-2005 Report on Plans and Priorities with total 
authorities at year end and actual expenditures for the fiscal year. 


It should be noted that where tables display historical information, the 2002-2003 data for CCRA includes the Canada Border 


Services Agency (CBSA). Although the former Customs Branch could be isolated, a large proportion of the associated 


costs would have to be split arbitrarily. For 2003-2004 and 2004-2005, however, the CBSA resources are excluded from the 


CCRA numbers. 


The information is presented at the Agency level, the business line level and by functional branch; as well as by authority and 


type of revenue and expense. 
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Table 1 Comparison of Planned to Actual Spending (including FTE) 


2002- = 2003- | be (2004-2005 
2003 2004. | Main Planned Total = 
(in thousands of dollars) Actual — Actual’ _| Estimates Spending? Authorities Actual’ 

Tax Services 2,074,575 1,938,441 eO2i o> 2:073,9)1 2,101,886 2,019,813 
Benefit Programs and Other Services? 217,207 243,397 259,884 259,884 233,029 222,709 
Appeals P2035) 83,332 88,803 91,796 91,463 79,767 
Customs Services 660,680 - = = = a 
Corporate Management and Direction 778,911 680,668 855,731 763,112 799,303 728,688 
Total 3,824,904 2,945,838 | 3,232,151 3,188,703 3,225,681 3,050,977 


Total 3,824,904 2,945,838 | 3,232,151 3,188,703 3,225,681 3,050,977 
Less: 
Non-Tax Revenues 
Respendable Revenue — Pursuant to 


CCRA Act 37,366 22,899 31,199 19,089 20,190 20,190 
Non-Respendable Revenue* 30,432 1,960,195 1,796,539 2,582,917 2,582,917 
Plus: 
Cost of services provided without charge 506,613 448,956 475,554 423,872 423,872 
Net Cost of Agency 4,263,719 1,411,700 | 1,848,629 1,046,446 = 871,742 


Full-Time Equivalents < ATAT9\S 37,323" | meee bh BBBI2 P40 39,627 36,468" 


' Includes the TBS directed reversal of payments made to Justice Canada during the fiscal year ($7.1 million in 2003-2004, and $9.3 million 
in 2004-2005). 


2 Includes the transfer of Corporate services to CBSA. 

3 Includes Relief for Heating Expenses (a relief program announced in 2000) in the amounts of $12.6 million in 2002-2003 and $7.2 million 
in 2003-2004. The $4.2M expended in 2004-2005 is shown in Corporate Management and Direction. 

4 


Starting in 2003-2004 includes Penalties and Interest which were previously shown under Tax Revenues. 
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Table 2 Use of Resources by Business Line 


Business Lines 


Tax Services 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Benefit Programs and Other 


Services 

Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Appeals 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Corporate Management 
and Direction 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Total Main Estimates 
Total Planned Spending 
Total Authorities 

Total Actual Spending 


1 


2004-2005 (Budgetary in thousands of dollars) 


Voted 
Grants & 
Operating Contributions 


1,984,115 143,726 
2,034,033 143,726 
2,028,011 161,234 
1,979,664 127,508 


101,264 = 
101,264 - 

91,154 = 
80,834 - 


95,205 = 
98,198 = 
98,878 = 
87,182 = 


891,573 = 
798,954 = 
835,185 = 
764,570 = 


3,072,1 57 143,726 
3,032,449 143,726 
3,053,228 161,234 
2,912,250 127,508 
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Subtotal: 
Gross Voted 


Statutory 
Grants and 


Total Gross 


Expenditures Contributions Expenditures 


2,127,841 
bik bey) 
2,189,245 
2,107,172 


101,264 
101,264 

91,154 
80,834 


95,205 
98,198 
98,878 
87,182 


891,573 
798,954 
835,185 


764,570 


3,215,883 
S) AAS IWS) 
3,214,462 
3,039,758 


159,000 

159,000 
159,366 
159,366 


159,000 

159,000 
159,366 
159,366 


2,127,841 
ABA VT NS: 
2,189,245 
2,107,172 


260,264 
260,264 
250,520 
240,200 


95,205 
98,198 
98,878 
87,182 


8917575 

798,954 
835,185 
764,570 


3,374,883 
Dsoniso 
3,373,828 
3,199,124 


Includes only Revenues Credited to Vote 1, i.e. related to the administration of work for CPP and El. 


Less: 
Respendable 
Revenues' 


100,108 
103,848 

87,359 
87,359 


380 
380 
17,491 
17,491 


6,402 
6,402 
7,415 
7,415 


35,842 
35,842 
35,882 
35,882 


142,732 

146,472 
148,147 
148,147 


Total Net 
Expenditures 


2,027,733 
2,073,911 
2,101,886 
2,019,813 


259,884 
259,884 
233,029 
222,709 


88,803 
91,796 
91,463 
79,767 


855,731 
763,112 
799,303 
728,688 


B,232/151 
3,188,703 
3,225,681 
3,050,977 
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Table 3 Voted and Statutory Items 


Vote 


Canada Customs and Revenue Agency 


1 Operating expenditures 
5 Contributions 
(S) Minister of National Revenue - Salary and 
motor car allowance 
(S) Spending of revenues received through the 
conduct of its operations pursuant to 
section 60 of the Canada Customs and 
Revenue Agency Act? 
(S) Contributions to employee benefits plans 
(S) Children’s Special Allowance payments 
(S) Spending of proceeds from the disposal of 
surplus Crown Assets 
(S) Court Awards 
(S) Collection Agency Fees 
Total Agency 


1 


Total Main 
Estimates 


2,449,124 
143,726 


70 


3157199 
449,032 
159,000 


3,232,151 


2004-2005 
(in thousands of dollars) 
Total Planned Total 
Spending Authorities! Actual 

2,429,881 2,507,829 2,366,851 
143,726 161,234 127,508 
70 68 68 
19,089 20,190 20,190 
436,937 375,932 375,932 
159,000 159,366 159,366 
123 123 
935 935 
4 4 
3,188,703 - 3,225,681." 3,050,977 


For more details on the authorities approved after the Main Estimates, see Table 3 a). 


2 The revenues generated by the CBSA ($12M) were removed from respendable revenues. 


CCRA Annual Report to Parliament 


Table 3 a) Authorities approved after tabled Main Estimates 


The following table details the authorities approved for the Agency after the Main Estimates and reconciles with the Total 


Authorities shown in Table 3. 


(in thousands of dollars) 


2004-2005 Main Estimates 3,232,151 

Carry Forward from 2003-2004 217,625 

Transfer of Corporate Services to CBSA (169,046) 
Transfer to CBSA (Carry Forward) (106,373) 
TB Levy for $1B Government Reallocation (9,000) 
Tax Rules for Registered Charities 11,341 

Collective Agreements 8,528 
Money Laundering (CCRA portion) 2,034 
Transfer of Crown Corporation Secretariat 838 

Other 605 

Planned Spending (RPP) 3,188,703 

Collective Agreements (PSAC, Executive Cadre, Terminable Allowance) 67,499 

TB Levy for $1B Government Reallocation (3,000) 
New Initiatives: 

2004 Omnibus Submission 5,519 

Government-on-line 5,062 

Campaign Tax Filing 3,550 

Campaign Tax Filing — Regional Tailoring 1,590 

Advertising reserve (3,544) 
Other Adjustments: 

Reduction to rates - Employee Benefit Plans (61,105) 
Offshore Trusts Funding returned to TB (24,776) 
Maternity/Severance 43,656 

Respendable Revenue Adjustment 1,101 

Court Awards 935 

Children’s Special Allowance Adjustment 366 

Crown Asset Disposal 123 

Collection Agency Fees 4 

Other Adjustments (2) 
Total Authorities at year-end 3,225,681 
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Table 4 Net Cost of Agency 


2004-2005 © 
(in thousands 
_ of dollars) 
Total Actual Spending 3,050,977 
Plus: 
Services received without charge 
Accommodations provided by Public Works and Government Services Canada (PWGSC) 210,003 
Contributions covering employer's share of employee's insurance premiums and expenditures paid by 
Treasury Board Secretariat! 158,905 
Salary and associated expenditures of legal services provided by Justice Canada 49,051 
Audit services provided by the Office of the Auditor General 2,300 
Worker's Compensation coverage provided by Social Development Canada 2,053 
Payroll Services provided by Public Works and Government Services Canada (PWGSC) 1,560 
Total Services Received Without Charge 423,872 
Less: 
Non-Tax Revenues 
Respendable Revenue — Pursuant to CCRA Act 20,190 
Other Revenue 2,582,917 
Total Non-Tax Revenues 2,603,107 


2004-2005 Net Cost of Agency . ee ae 871,742 


' Represents 8% of the Personnel actuals on a modified cash basis. 
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Table5 Sources of Respendable and Non-Respendable Non-Tax Revenue 


By virtue of its mandate, the CCRA is responsible for collecting tax revenue; these are described earlier in the Audited Financial 
Statements — Administered Activities. The CCRA is also responsible for collecting non-tax revenue, similar to other government 
departments and agencies; these are detailed below, divided between respendable and non-respendable. — 


Table 5.1 Respendable Non-Tax Revenue 


(in thousands of dollars) 2004-2005 
Planned Total 


Revenues’ Authorities Actual 


Actual Actual 


_ Business Line 2002-2003 2003-2004 


Tax Services 116,530 124,878 | 118,074 103,184 103,184 
Benefit Programs and Other Services! 4,182 6,068 4,227 Dies O2 21,302 
Appeals 6,352 6,912 6,402 7,A15 7,415 
Customs Services 12,392 

Corporate Management and Direction 40,772 32,270 36,858 36,559 36,559 


Total 180,228 170,128 165,561 168,460 168,460 
Detail of Respendable Non-Tax Revenue ios eon . 
Pursuant to the CCRA Act 

Refunds of previous year’s expenditures 4,600 1,434 852 470 470 
Sales of goods and services 


Rights and privileges 


Brokers licence fees 384 - - - - 
Customs warehouse fees 1,176 - - - - 
Other 677 - - - - 
Service of a regulatory nature 
Ruling fees 1,837 2,097 2,200 1,881 1,881 
Border Canada /United States Programs 1,791 - - - - 
Other 1,288 101 335 486 486 
Services of a non-regulatory nature 
Administration of provincial programs 23,555 19,823 15,880 16,999 16,999 
Special services fees 1,736 - - - - 
Others 1,457 1,375 568 1,186 1,186 
Sales of goods and Information Products 80 80 92 92 
Other fees and charges 27 43 40 40 40 
Sub-total 38,528 24,953 19,955 21,154 21,154 
Less: Amounts Recovered on behalf of OGDs 1,162 2,054 866 964 964 
Total Respendable Revenue Pursuant to Section 60 of 
the CCRA Act (cash receipts) 37,366 22,899 19,089 20,190 20,190 
Proceeds from the disposal of surplus Crown assets> 482 123 123 
Revenues credited to Vote 1 
Canada Pension Plan administration work 64,929 68,814 68,539 72,067 72,067 
Employment Insurance administration work 77,933 77,933 77,933 76,080 76,080 
Total Revenues credited to Vote 1 142,862 146,747 146,472 148,147 148,147 
Total Respendable Revenue 180,228 170,128 165,561 168,460 168,460 


! Total Authorities reflect a better matching of CPP/El revenues to where the work occurs i.e., CPP/EI Eligibility Determination. 
2 Based ona full cash accounting method. . 


3 In previous years, proceeds from the disposal of Crown assets were reported in non-respendable revenue. 
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Table 5.2 Non-Respendable Non-Tax Revenue 


(in thousands of dollars) 


Business Line 
Tax Services 
Benefit Programs and Other Services 
Appeals 
Customs Services 
Corporate Management and Direction 


Total 
Detail of Non-Respendable Non-Tax Revenue 
Refunds of previous years expenditures 
Adjustments to prior years payables 
Sales of goods and services 
Rights and privileges 
Duty free shops 
Sundries 
Public building and property rental 
Lease and use of public property 
Services of a regulatory nature 
Other 
Service of a non-regulatory nature 
Administration of provincial programs 
Special service fees 
Other fees and charges 
Recovery of employee benefits 
Deferred Revenues 
Other 


Miscellaneous 
Interest and penalties earned on revenues 
Personal Income Tax 
Corporations 
GST/HST, Customs Import Duties, Excise and Air 
Travellers Security Charge 
Interest paid on Refunds 
Personal Income Tax 
Corporations 
GST/HST, Customs Import Duties, Excise and Air 
Travellers Security Charge 
Other 
Court Fines 
Investigations Seizures 
Port seizures 
Administration Charge dishonored payment 
instrument 
Interest earned on non-tax revenue - Other 
Miscellaneous 
Other 


Total Non-Respendable Non-Tax Revenue 


1 


142 


Actual 
2002-2003 
1,788,850 
64 
4,342 
15,516 
7,119 


1,815,891 


3,865 


826 


24,056 
88 
396 


1,594,806 
734,632 


415,812 


(111,652) 
(846,019) 


(28,179) 


9,340 
5,538 
sh EP 


2,721 

11 
(192) 
44 


1,815,891 


Non-respendable revenues have been restated to align with the Public Accounts. 


Actual 
2003-2004" | 
1,942,891 

67 
5,252 


6,739 


1,954,949 


1,775 


497 
14 


70 
37 


25,921 
(81) 
3,564 


1,841,239 
826,133 


186,101 


(85,493) 
(804,433) 


(50,245) 


8,796 


2oa2 

ee 
(2,244) 

329 


1,954,949 


Planned 
Revenues 
1,784,585 
67 
5,252 


6,739 
1,796,643 


1,772 


497 


14 


25,921 
(81) 
3,564 


1,594,806 
734,632 


409,790 


(111,652) 
(846,019) 


(28,179) 


8,593 


1,796,539 


2004-2005 
Total 
Authorities 
2,566,468 
3,652 
3,058 


9,739 
2,582,91 


arr 


142 
166 


(34) 


29,975 
(3) 
964 


1,789,686 
976,934 


375,039 


(67,832) 
(495,792) 


(37,656) 


9,040 


2082912 


2,582,917 


Actual 


2,566,468 


3,652 
3,058 


3739 


2,582,917 


5,171 


142 
166 


(34) 


29,975 
(3) 
964 


1,789,686 
976,934 


375,039 


(67,832) 
(495,792) 


(37,656) 


9,040 
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Table6 Resource Requirements by Functional Organization and Business Line 


‘1 2004-2005 (in thousands of dollars) 


Benefit 
Programs and Corporate: 
Other Management Organization 
Organization __TaxServices  _— Services Appeals _and Direction Total 


Executive Offices 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Policy and Planning Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Assessment and Client Services Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Revenue Collections Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Compliance Programs Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Appeals Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
ACs, Regional Operations 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Public Affairs Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
AC, Corporate Audit and Evaluation Branch 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


216,990 
242,897 
266,090 
222,200 


484,382 
498,012 

572/22 
558,461 


408,745 
411,053 
446,640 
438,359 


802,044 
816,650 
777,652 
766,178 


37,471 
35,648 
32,899 
32,664 


110,110 
107,264 

48,920 
46,190 


216,411 
216,411 


234,745 - 


219,366 


18,334 
18,334 
23,148 
22,931 


94,331 
97,324 
98,878 
87,194 


12,265 
10,361 
11,614 
11,200 
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5,365 
S072 
6,264 
5,728 


224,564 
252,657 
274,841 
229,953 


700,793 
714,423 
814,467 
777,827 


427,079 
429,387 
469,788 
461,290 


802,044 
816,650 
777,652 
766,178 


94,331 
97,324 
98,878 
87,194 


37,471 
35,648 
32,899 
32,664 


110,110 
107,264 

48,920 
46,190 


12,265 
10,361 
11,614 
11,200 
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2004-2005 (in thousands of dollars) 


Benefit — 
Programs and Corporate 
Other Management Organization 
Organization Tax Services Services Appeals and Direction Total 

AC, Finance and Administration Branch 

Main Estimates 8,524 287,055 295,579 

Planned Spending 6,387 256,183 262,570 

Total Authorities 39,982 - - 207,489 247,471 

Actual Spending 41,195 - - 184,548 225,743 
AC, Human Resources Branch 

Main Estimates 152,612 152,612 

Planned Spending 143,271 143,271 

Total Authorities - - ~ 149,516 149,516 

Actual Spending - - - 130,145 130,145 
AC, Information and Technology Branch 

Main Estimates 43,752 12,894 238 266,369 323,248 

Planned Spending 44,025 12,894 Dae! 215,026 272,178 

Total Authorities = = - 444,145 444,145 

Actual Spending - - - 424,324 424,324 
Corporate Accounts 

Main Estimates 15,823 7,258 641 165,700 189,422 

Planned Spending 15,823 L256 641 164,648 188,370 

Total Authorities (2,660) 2,541 7,406 Ti key 

Actual Spending 1,925 (2,097) (12) 872 688 
Revenues Credited to the Vote 

Main Estimates (100,108) (380) (6,402) (35,842) (142,732) 

Planned Spending (103,848) (380) (6,402) (35,842) (146,472) 

Total Authorities (87,359) (17,491) (7,415) (35,882) (148,147) 

Actual Spending (87,359) (17,491) (7,415) (35,882) (148,147) 

Total Agency Main Estimates 2027/7133 259,884 88,803 855,731 3,232,151 

Total Agency Planned Spending 2,073,911 259,884 91,796 763,112 3,188,703 

Total Agency Authorities 2,101,886 242,943 91,463 799,303 3,235,595 
Total Agency Actual Spending 2,019,813 222,709 79,767 728,688 3,050,977 
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Table 7 User Fees 


Table 7.1 a) Advance Income Tax Ruling Fees 


Fee Type 
Fee Setting Authority 


Regulatory (R) 


Financial Administration Act — 19(b) 


Date Last Modified April 1990 


2004-2005 

Forecast Revenue ($000) | $2,000 
Actual Revenue ($000) | $1,881 
Full Cost ($000) $1,881 


Performance Standard! 


The key service standard target is to issue advance income tax rulings to taxpayers 
within an average of 60 calendar days of receipt of all essential information. The 
Income Tax Rulings Directorate’s Quality Management System requires a telephone 
acknowledgement of receipt of the request within 24 business hours. Within 14 days, 
a review of the file for completeness is conducted and an acknowledgement letter, 
complete with a contact name and request for any missing information (if required) is 
sent to the client. The client is again contacted by telephone when the file is assigned 
for processing. Where a delay is unavoidable, the client is contacted and the delay 

is discussed. 


Actual 2004-2005 results: 62 days 
$200 
Sei coer aon Tamoainti| eannn.eraTe— S00 


B. Other Information: N/A 


1 
March 31, 2004 the: 


According to prevailing legal opinion, where the corresponding fee introduction or most recent modification occurred prior to 


+ Performance standard, if provided, may not have received Parliamentary review; 


+ Performance standard, if provided, may not respect all establishment requirements under the User Fees Act (UFA) 
(e.g., international comparison; independent complaint address); 


* Performance results, if provided, is not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 
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Table 7.1 b) Advance Income Tax Ruling Fees 


A. External Fee Advance Income Tax Ruling Fees 


1 


Service Standard! 


Performance Results| 


Stakeholder Consultation 


B. Other Information: N/A 


The key service standard target is to issue advance income tax rulings to taxpayers 
within an average of 60 calendar days of receipt of all essential information. The 
Income Tax Rulings Directorate’s Quality Management System requires a telephone 
acknowledgement of receipt of the request within 24 business hours. Within 14 days, 
a review of the file for completeness is conducted and an acknowledgement letter, 
complete with a contact name and request for any missing information (if required) is 
sent to the client. The client is again contacted by telephone when the file is assigned 
for processing. Where a delay is unavoidable, the client is contacted and the delay is 
discussed. 


Actual 2004-2005 results: 62 days 


Client satisfaction questionnaires were sent out to all advance income tax ruling 
clients for a 2-year period from October 2002 through October 2004. We also 
conducted a client satisfaction measurement for other aspects of our service. Clearly, 
the most satisfied group of clients we have are our advance income tax rulings clients 
whereby responding clients from this group indicated a satisfaction rate in excess 
of 95%. 


As established pursuant to the Policy on Service Standards for External Fees: 


Service standards may not have received Parliamentary review; 


Service standards may not respect all performance standard establishment requirements under the User Fees Act (UFA) (e.g., international 
comparison; independent complaint address); 


Performance results are not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 
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Table 7.2 a) Taxation Statistical Analyses and Data Processing Fee 


AbOse# Fee Uy aber ats od resuitneh fibasy Taxation Statistical Analyses and Data Processing Fee 
rs 


Fee Setting Authority Financial Administration Act — 19 (b) 
1992 


2004-2005 
Forecast Revenue ($000) : 
Actual Revenue ($000) 

Full Cost ($000) 


Performance Standard! 


Provide statistical data to taxpayers within an average of 30 calendar days of receipt 
of all essential information. 


Satisfaction surveys were sent to all clients and responses received indicated that the 
clients were very satisfied with our services. 


PPIanIindNesisvordche ary nee Forecast Revenue ($000) Estimated Full Cost ($000) 


2007-2008 $35 SE) 


B. Other Information: N/A 


1 


According to prevailing legal opinion, where the corresponding fee introduction or most recent modification occurred prior to 
March 31, 2004 the: 
* — Performance standard, if provided, may not have received Parliamentary review; 
+ — Performance standard, if provided, may not respect all establishment requirements under the User Fees Act (UFA) 
(e.g., international comparison; independent complaint address); 


Performance results are not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 


Table 7.2 b) Taxation Statistical Analyses and Data Processing Fee 


Taxation Statistical Analyses and Data Processing Fee 


Provide statistical data to taxpayers within an average of 30 calendar days of receipt 
of all essential information. 


Satisfaction surveys were sent to all clients and responses received indicated that the 


clients were very satisfied with our services. 


Effective April 2003, a client satisfaction survey was created for external clients. Client 
feedback is recorded in a system and is monitored for trends. 


' As established pursuant to the Policy on Service Standards for External Fees: 
* — Service standards may not have received Parliamentary review; 


* — Service standards may not respect all performance standard establishment requirements under the User Fees Act (UFA) (e.g., international 
comparison; independent complaint address); 


Performance results are not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 
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Table 7.3 a) Access to Information Processing Fees 


A. User Fee Fees charged for the processing of access requests filed under the Access to 
Information Act 


Fee Type (O) 

Fee Setting Authority Access to Information Act 
Date Last Modified 

2004-2005 


| Forecast Revenue ($000) 


‘Actual Revenue ($000) 


~ Full Cost ($000) 


[ Performance Standard! 


Performance Results! 


Planning Years 


B. Other Information: It is the CCRA’s practice to waive reproduction fees where the total amount owing per request is less 
than 25S. 


' According to prevailing legal opinion, where the corresponding fee introduction or most recent modification occurred prior to 
March 31, 2004 the: 
Performance standard, if provided, may not have received Parliamentary review; 


Performance standard, if provided, may not respect all establishment requirements under the User Fees Act (UFA) 
(e.g., international comparison; independent complaint address); 


Performance results, if provided, is not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 


Table 7.3 b) Access to Information Processing Fees 


A. External Fee 


Service Standard! Framework under development by TBS. More information: 


http://lois.justice.gc.ca/en/a-1/8.html 
Statutory deadlines met 94% of the time 


Performance Results 


Stakeholder Consultation 


Information Regulations. Consultations with stakeholders were undertaken for 
amendments done in 1986 and 1992 


1 5 ; : 
As established pursuant to the Policy on Service Standards for External Fees: 


Service standards may not have received Parliamentary review; 


Service standards may not respect all performance standard establishment requirements under the User Fees Act (UFA) 
(e.g., international comparison; independent complaint address); 


Performance results are not legally subject to UFA section 5.1 regarding fee reduction for failed performance. 
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The service standard is established by the Access to Information Act and the Access to 


pe 
B. Other Information: It is CCRA’s practice to waive reproduction fees where the total amount owing per request is less than $25. 
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(in thousands of dollars) 


Investment Plan Initiatives/ 
Functional Business Line 


Tax Services 


GOL Phase 1 

GOL Phase 3 

GOL Phase 4 

Integrated Revenue Collections 

T1 Matching Redesign 

T3 Automation 

Call Centre Enhancements 

Business Services Investment Envelope 
OLAS / OLP 
Business Number Registry 
GST/HST Redesign 
T2 Development 
Information Returns Redesign 
Debit Cards (TSO) 
E-file Modernization 

Remittance Image Archiving & Retrieval 

Business Integration and System Support 
Sub-total - Tax Services 


Appeals 


Fairness System Review 
Sub-total - Appeals 


Customs 


Customs Action Plan 

G11 Replacement 

Public Security Envelope (Nexus, EPPS) 
Sub-total - Customs 


Corporate Management and Direction 


Activity Based Costing (ABC) 
Administrative Reform and Renewal (ARR) 
Balanced Scorecard 

FIS 

Horizontal Reviews 

Agency Classification Standard (ACS) 

HR Resourcing 


Compensation Service Delivery Renewal 
(Pay Comp/ESS/MSS) 


HR Operational Tracking (CAS Org 
Position Mgt) 

CAS Stabilization 

CAS Upgrade 

Business Intelligence BI/DS 


IT Infrastructure Envelope (SAI, 
E-Comm, DCR) 


Data Centre Recoverability 
E-Comm Infrastructure 
Service Availability 


Sub-total - Corporate Management 
and Direction 


Total all Business Lines 


Table 8 Details on Project Spending 


Table 8.1 Projects - Investment Plan 


Function 


A&CS 
A&CS 
A&CS 
RCB 
A&CS 
A&CS 
RCB 
A&CS 
A&CS 
A&CS 
A&CS 
A&CS 
A&CS 
A&CS 
A&CS 
A&CS 
CPB 


Appeals 


Customs 
Customs 
Customs 


F&A 
F&A 
F&A 
F&A 
F&A 

HR 

HR 


HR 


HR 
ITB 
ITB 
ITB 


ITB 
ITB 
ITB 
ITB 


Amount available for carry forward to 2005/2006 
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Actual 
2001-2002 


12,882 


326 


665 
986 


12,105 


26,964 


240 
240 


20,800 


20,800 


270 
3,540 
2,903 
5,664 


613 
2,374 


1,400 
3,450 


2,011 


5,884 


28,109 


76,113 


Actual 


_ 2002-2003 


2,118 
13,162 


1,551 
W2te) 
508 
1155 


14,978 
1,902 
7,404 
1,833 
1p255 

906 
3,406 


1,941 
52,338 


104 
104 


28,700 
500 
8,200 
37,400 


300 
5,700 
6,638 
8,490 

100 

570 
1,800 


536 
2,500 
1,650 
3,208 


6,612 
712 
8,799 
47,615 


137,457 


Actual 
2003-2004 


15,067 


4,630 
346 


214 


4,836 
1,068 
25,187 
144 
963 
405 
1,540 
2,500 
2,477 
59,377 


135 
135 


2,017 


12,068 
11,825 
8,600 
54,819 


114,331 


Planned 
FTEs 


407 


20 
DS 


138 


Ae 
27 


281 
949 


2004-2005 
Planned Actual Actual 

Spending FTEs Spending 
1,889 23 1,889 
4,701 Ze 1,977 
8,000 43 6,700 

2,310 
750 11 750 
33,998 407 32,098 
180 5) 180 
4,337 8 4,337 
7,250 75 5,281 
63,415 595 53,212 
2,265 30 2,041 
2,265 30 2,041 
0 0 0 
5552 3 2,052 
2,473 14 2,073 
4,661 51 2,449 
900. 8 900 

354 
22,944 60 12,944 
400 2 135 
23 Tiss 
11,471 17 9,471 
2,900 ZL 2,900 
6,800 6,800 
58,478 182 39,747 
124,158 807 95,000 
205 29,158 
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Table 8.2 Projects - Asset Management Plan 


The following table details the Asset Management Plan by asset class; the actual expenditures reported for 2001-2002 and 
2002-2003 include the Customs Branch; 2003-2004 and 2004-2005 do not include any resources related to the Canada Border 


Services Agency. 


(in thousands of dollars) 


Actual 
Asset Class 2001-2002 
Real Property Capital 24,045 
Real Property O&M 26,745 
Vehicles 4,031 
Contraband 345 
Laboratory 292 
PASS 1,615 
IT Infrastructure 62,987 
IT End User 10,350 
Other Initiatives 1,200 


Total 131,610 


_____ 2004-2005 
Planned —s Actual 
Spending | Spending _ 

15,279 9,983 
382 683 
106,020 117,260 
23,938 25,176 
950 
146,569 — 153,102, 
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Table9 Details on Transfer Payment Programs 


Table 9.1 Children’s Special Allowance Payments (CSA) (Statutory) 


Start Date: Aug. 28, 1995 * End Date: Ongoing Total Expenditures: $954,966 thousands 
(year to date including 2004-2005) 


Description of Transfer Payment Program: Tax-free monthly payments made to agencies and foster parents who are licensed by 
provincial or federal governments to provide for the care and education of children under the age of 18 who physically reside in 
Canada and who are not in the care of their parents. CSA payments are equivalent to Canada Child Tax Benefit payments. CSA 
payments are governed by the Children’s Special Allowances Act which provides that this allowance be paid out of the Consolidated 
Revenue Fund. 


Objective(s), expected result(s) and outcomes: the Canada Customs and Revenue Agency's expected outcome states that eligible 
families and individuals receive timely and correct benefit payments contributing to the integrity of the income security system. 
In this context, the specific objective of the CSA is to ensure that children in care receive their rightful share of entitlements. 
According to the CSA Act, the CSA payments “shall be applied exclusively toward the care, maintenance, education, training or 
advancement of the child in respect of whom it is paid.” 


Achieved results or progress made: Monthly payments were made to 292 agencies on behalf of 55,818 children. Payments were 
issued on schedule, no delays were reported. 


Actual Actual Planned Total Actual Variance 
Spending Spending Spending Authorities Spending Planned/ 
2002-2003 2003-2004 2004-2005 2004-2005 2004-2005 Actual 


Business Line (in thousands of dollars) 


Benefit Programs and Other 
Services 


Total Grants 134,498 147,424 159,000 159,366 159,366 -366 


Total Contributions 


Total Business Line 134,498 147,424 159,000 159,366 159,366 
Total TPP 134,498 147,424 159,000 159,366 159,366 


Comment on variance: N/A 


-366 
-366 


Significant Evaluation Findings and URL to Last Evaluation: N/A 


* Responsibility for Children's Special Allowance Statutory Vote Payment was transferred effective August 28, 1995 from Human Resources 
Development Canada (P.C. Order 1995-342), 
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Table 9.2 Contributions to the Province of Quebec for the joint administration costs of federal and provincial 
sales taxes (Voted) 


(year to date including 2004-2005) 


| Start Date: April 18, 1991 End Date: Ongoing Total Expenditures: $1,359,401 thousands 


Purpose of Transfer Payment: Canada had recommended to Parliament legislation to establish a tax under Part IX of the Excise Tax 
Act to be known as the Goods and Services Tax (GST) replacing the existing sales tax imposed under the Excise Tax Act. Canada 
offered the provinces the administration of the GST within the territory of their province on condition that they harmonize their 
provincial tax to GST. Quebec agreed to this proposal and recommended to the Parliament of Québec legislation to amend its 
consumption tax base in order to make it substantially comparable with the GST tax base, subject to Québec’s constitutional 
powers. 

Under the GST Agreement, Quebec administers the GST within its territory in compliance with national standards, with specific 


terms and conditions signed by both the CCRA and the Ministére du Revenu du Québec (MRQ). The MRQ receives a compensation 
not exceeding what Canada would incur if the GST were administered by the CCRA. Compensation is calculated annually 


according to a formula agreed upon in the GST agreement. 


Objectives, expected results and outcomes: 
The GST agreement was entered into by Canada and Québec with a common desire to: 
Minimize duplication in the joint administration of the GST and the QST; 
Reduce the costs related to such administration; 
Ensure the protection of the revenue of both governments; 
Facilitate compliance with the GST and the QST; 


Provide a high level of service to the public. 


Achieved results or progress made: All goals were met as planned and within budget. 


Actual Actual Planned Total Actual Variance 
Spending Spending Spending Authorities Spending Planned/ 
2002-2003 2003-2004 2004-2005 2004-2005 2004-2005 Actual 
Business Line (in thousands of dollars) 


Total Grants 


Total Contributions 109,307 119,855 160,900 160,900 (Aaa BST, 


Total Business Line 109,307 119,855 160,900 160,900 jae ga We se Saf 27 


Total TPP 109,307 119,855 | 160,900 160,900 127,453 33,124 


Comment on variance: The agreement sets out a financial formula which determines the amount of the payment that the 
Government of Canada must pay. The payment is calculated based on actual costs incurred, subject to the formula, which is based 
on the number of GST registrants; the productivity achieved by the Agency in the rest of the country; and the average salary rate in 
Quebec's Ministére du revenu. The joint total administration costs are shared on a 50/50 basis. 


Significant Evaluation Findings and URL to Last Evaluation: N/A 


CCRA Annual Report to Parliament 


Table 10 Reconciliation to the Statement of Operations - Agency Activities by Business Line 


2004-2005 
Benefit 
Programs Corporate 
and Other Management 
(in thousands of dollars) Tax Services Services Appeals & Direction 
Actual Net Expenditures — Performance 
Report! 2,019,813 222,709 79,767 728,688 
Add: 
Services provided without charge by other 
government departments 317,729 S217, 14,488 82,136 
Employee severance benefits (Change in 
liability) 14,799 616 675 3,826 
Vacation pay and compensatory leave 
(Change in liability) 29,200 1,214 1,331 5,524 
Accrued employee salaries and benefits 15,890 661 725 4,108 
Amortization of capital assets 15,489 892 38 27,181 
Loss on disposal of capital assets Pails (700) 
Consumable supplies 1,632 
Other —- MOU with CBSA 70,528 
Other 264 (27) 7,781 1,264 
Less: 
Capital assets acquisitions (8,100) (1) (16) (106,083) 
Adjustment to prior year accruals (995) (28) (180) (4,437) 
Prepaid expenses a7 (3,215) 
Relief for heating expenses (4,161) 
Children’s Special Allowance (159,366) 
Other non-tax revenues (except Revenues 
credited to Vote 1) (38,350) (5,597) (76,851) 


Total Net Cost of Operations - Agency 
Activities? 


2,367,371 74,290 103,263 729,440 


Relief for heating expenses of $4,161 in thousands of dollars. 


accrual basis of accounting. 
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Total Agency 


3,050,977 


427,570 
19,916 


37,269 
21,384 
43,600 
815 
1,632 
70,528 
9,282 


(114,200) 
(5,640) 
(3,098) 
(4,161) 

(159,366) 


(122,144) 


3,274,364 


Actual expenditures, on a modified cash basis, are net of revenues credited to Vote 1 and include Children’s Special Allowance of $159,366 and 


Net Cost of Operations (Expenses less Non-tax revenue) from the ‘Statement of Operations — Agency Activities’ on page 98 is presented on the 
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